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ABSTRACT

To assist in making funds available for student
higher education loans and to keep their interest rates as low as
possible, the Department of Education compensates participating
lending institutions using a combination of interest subsidies and
special allowance payments. Lenders use ED Form 799, Lender's
Interest and Special Allowance Request and Report, to obtain payments
under the federal loan programs. This workbook was designed to help
users learn how to prepare the form without assistance. It contains
instructions, examples, practice exercises, and self-tests so users
can check their progress. The workbook was not intended to explain
all the responsibilities of lenders participating in the Federal
Family Education Loan Program. Additional information is available
from guaranty agencies, ED Regional Offices, and related
publications, listed in appendices to the document. The workbook
includes one unit on Federal Family Education Loan Programs'
quarterly reports and five units on ED Form 799 which cover:
identification and certification, the loan origination fee, interest
benefits, special allowance, and changes in loan principal and
portfolio analysis. The final chapter concerns quality assurance in
student loan reporting. Appendices list additional sources of
information, guaranty agencies, references, and frequently asked
questions. (MAH)
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FOREWORD

This Workbook is designed to help you learn how to prepare the revised ED Form
799, Lender’s Interest and Special Allowance Request and Report. The Workbook
has been modified to incorporate changes mandated by the reauthorization of the
Higher Education Act of 1965 signed on July 23, 1992, the Omnibus Budget
Reconciliation Act signed August 10, 1993, and the Technical Amendments signed
in December 1993. The instructions and examples will guide you through all of
the steps. Practice exercises appear frequently to help you learn by doing, and to
familiarize you with the procedures. There is also a Self-Test at the end of each
Unit to let you know how well you are progressing.

It is important that you fully understand every step, whether the form is completed
by hand or through computer processing. Some of the instructions are complex,
such as those covering interest benefits and special allowance, but you will be able
to prepare your reports promptly and accurately if you take the time now to learn
what you need to do to complete each part of the form.

This Workbook is not intended to explain all of the responsibilities of lenders
participating in the Federal Family Education Loan (FFEL) Program formerly GSL.
You can get additional information by contacting your guaranty agency, your ED
Regional Office, or by requesting copies of publications about the FFEL programs.
Lists of guaranty agencies, ED Regional Offices, and publications that may be of
interest to you are provided in the appendices at the end of this Workbook.

The Workbook is designed to help you learn how to prepare ED Form 799 on your
own. Read the Directions to Learners thoroughly. By following these instructions
carefully, you will be able to gain the most from your efforts.



DIRECTIONS TO LEARNERS

This Workbook consists of seven Units that take you through the entire process of
preparing the new ED Form 799. Each Unit focuses on a particular part of the
process. The entire Workbook should take you approximately five working days
to complete. You can schedule your sessions over several days or devote full time
to the Workbook until it is completed. Work at your own pace, but try to finish a
Unit in one sitting.

Do not hurry through any explanations or omit any Practice Exercises. Your
learning will be easier and faster if you make sure you have mastered each Unit
before going on to the next one. If you are already familiar with some of the steps,
you should be able to complete that section of the Workbook quickly and still be
certain you have not missed something important.

Some calculations are required to complete many of the Practice Exercises. These
problems have been kept as brief as possible while still giving you the range of
examples that you need to understand. Use a hand or desk calculator to perform
the calculations. You should do every exercise, even if your institution will prepare
its ED Form 799 using a computer. By doing the calculations manually, you will
see what is supposed to happen in each step. This, in turn, will alert you to possible
sources of mistakes in how loans have been grouped or coded for reporting
purposes.

When you come to a Practice Exercise, write out every answer either directly in this
Workbook or on separate sheets of paper. Practice is important because it will help
you remember what you learn. If you make a mistake in an answer, be sure you
understand why you made the error. If you still do not understand some point,
contact your ED Regional Office for an explanation. The only way to avoid costly
errors and delays is to become thoroughly familiar with the whole process for
completing the new ED Form 799.
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UNIT I

QUARTERLY REPORTS

FEDERAL FAMILY EDUCATION LOAN PROGRAMS:

1. OVERVIEW

Guaranteed, reduced interest loans are an important source of
financial assistance for students enrolled in higher education.
Authorization for these loans was first provided under Part B
of Title IV of the Higher Education Act of 1965. Since then,
these Federal Family Education Loan (FFEL) programs, (formerly
Guaranteed Student Loan (GSL) programs), have given large
numbers of students the opportunity to participate in
educational programs that might otherwise be beyond their
means.

In order to assist in making funds available for Part B loans and
to keep their interest rates as low as possible, the Department
of Education compensates participating lending institutions
using acombination of interest subsidies and special allowance
payments. Lenders request these payments and report on the
status of their loan portfolios each calendar quarter. Since
January 1, 1990, lenders have used ED Form 799: Lender’s
Interest and Special Allowance Request and Report to obtain
payments under the FFEL programs. You must use this form
for all submissions, even for those covering earlier quarters.

It is important to submit a complete and accurate ED Form 799
to allow prompt processing of the form and rapid payment of
amounts reported. In the past, lenders have made frequent
errors in preparing their loan reports. Correcting these mistakes
delays payment. It is much better to thoroughly understand
the form and how to complete it, so it will be correct when you
submit it. These instructional materials are designed to help
you learn how to complete the new form. They take you through
the form, step-by-step, to show you what has to be done to fill
in each of its parts.

Part B
student loans

New ED
Form 799

Avoid
mistakes




These materials are not intended to teach everything you
should know about the FFEL program. You can get assistance
on the details of this program by contacting your student loan
guaranty agency, listed in Appendix B, or by contacting one of
the ED Regional Offices listed in Appendix A. You can also
contact these sources if you want to learn more about how
student loans are made, what regulations apply, and the
responsibilities of participating lenders. They will help identify
pertinent publications and other instructional materials that
are available.

There are certain basic definitions and concepts you will have
to know to properly fill out the form. First, you should know
that there are five different types of loans included in the FFEL
program. The type of loan affects the way payments to the
lender under the program are calculated. Here are the five types
of loans that currently are authorized. Each description also
lists earlier types of loans that are no longer available, but are
treated the same way for lender reports using ED Form 799.

m Subsidized Federal Stafford Loans are made available to
students who have been determined to be eligible because
they meet specific financial need and income criteria. A
student may borrow up'to a specified amount in each of the
first two academic years of postsecondary study, and then
increasing amounts for each remaining academic year of
undergraduate enrollment and for postgraduate or
professional studies. Until Congress changed the name of

these loans in 1988, they were known as GSL (Guaranteed .

Student Loans). The earlier FISL (Federally Insured Student
Loans) are similar to Federal Stafford Loans and are
grouped with them for ED Form 799 reporting. Most
Subsidized Federal Stafford Loans qualify for both interest
benefits and special allowance. These interest subsidies
are paid by ED if the borrower is determined to be eligible
by the participating school using family income and financial
need criteria. Lenders disbursing Subsidized Federal
Stafford Loans are responsible for paying ED an origination
fee. Refer to 34 CFR Part 682 for permissable charges by
lenders to borrowers. :

m Unsubsidized Federal Stafford Loans are made to
borrowers who do not meet specific financial need and
family income criteria. These loans are eligible for special
allowance, but do not qualify for interest benefits.

Other
sources of
information

Types of
Federal

Family
Education
Loans

Subsidized
Federal
Stafford
Loans

Unsubsidized
Federal
Stafford
Loans
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Federal Supplemental Loans for Students, or FSLS Loans

are available without regard to financial need. A student
may be eligible for an FSLS Loan in addition to a Federal
Stafford Loan. Limits also apply to the maximum that may
be borrowed under the FSLS program. FSLS Loans were
called PLUS (Student) and ALAS (Auxiliary Loans to Assist
Students) Loans in the past, and these older types of loans
are grouped with FSLS Loans for reporting purposes on ED
Form 799. ED Payments to lenders holding these loans are
limited to special allowances only. A 5% origination fee is
due to ED on loans made on or after 10/1/92. No new
FSLS Loans may be made for a period of enrollment
beginning on or after July 1, 1994.

Federal PLUS Loans are made to parents who are assisting
their children with the expenses of postsecondary
education. It is not necessary to demonstrate financial
need to be eligible for a Federal PLUS Loan. Amounts
borrowed under this program are in addition to any
financing provided directly to the student through a Federal
Stafford Loan. In the past, these were called PLUS (Parent)
Loans. For this type ofloan, the lender is eligible for special
allowances but not interest benefits. A 5% origination fee
is due to ED on loans made on or after 10/1/92.

Federal Consolidation Loans are a way for a student to
combine outstanding FFEL program loans, and for any
Federal PLUS Loans to their parents made on or after
10/1/92, so they have only a single payment to make.
Although they are not FFEL program loans, Health
Professions Student Loans and Federal Perkins Loans also
can be included in Federal Consolidation Loans. Often, a

.Federal Consolidation Loan will extend the repayment

term and lower the amount of the monthly payments.
Lenders receive special allowance for Federal Consolidation
Loans. A borrower who submits an application to a lender
for a Federal Consolidation Loan on or after 1/1/93 will be
eligible toreceive Federal interest subsidies during periods

- of authorized deferments. No origination fee is due ED on

these loans. However, for loan applications received on
or after 8/10/93, periods of deferment are not
subsidized except for Consolidation loans discharging
only subsidized Federal Stafford loans.

FSLS Loans

PLUS Loans

| Federal

Consolidation
Loans




On ED Form 799, all references to Federal Stafford loans
include GSL and FISL loans. Similarly, Federal PLUS (Student)
- and ALAS loans are included where FSLS loans are to be
reported, and Federal PLUS (Parent) loans are to be included
with Federal PLUS loans. Some lenders may not be able to
distinguish Federal PLUS (Student) or ALAS loans made prior
to October 17, 1986 from Federal PLUS (Parent) loans. If these
older loans cannot be distinguished, report them as Federal
PLUS loans.

Various other provisions apply to FFEL program loans, such as
the maximum repayment period, the conditions under which
the borrower may defer payments, and the amount that may be
borrowed for all loans combined. There also are limits on the
amount of interest that may be charged for each type of loan.
These limits have changed over the years to reflect changes in
the law. For Federal Stafford loans, the interest rate on a
borrower’s first loan continues for subsequent loans unless all
prior loans have been repaid in full.

A number of specialized terms also are used on ED Form 799.
You should know what each of these terms means. Some will be
explained more fully as you learn about the procedure for
completing each part of the form. However, these brief
explanations will help you understand the student loan reporting
process overall.

B Interestbenefits are payments ED makes tolenders holding
qualifying FFEL and FISL loans while the student is in
school, for grace periods, and during authorized deferment
periods when repayments are not required. The lender
receives the full amount of the actual interest on these
loans so long as the borrower remains eligible. No interest
benefits are paid by ED on Federal Stafford loans during
their repayment period unless deferred.

B Special allowance are payments to lenders that allow them
to offer all types of FFEL program loans at prevailing
interest rates or less. The amount of the special allowance
depends on the average 91 day T-Bill rate, the applicable
interest rate on the loan, and a “special allowance factor”
established by law. The special allowance rate is updated
each quarter by ED. The amount of special allowance due
onyour institution’s student loan portfolio is calculated by
ED.

Earlier loans

Interest

“limits

Interest
benefits

Special
allowances




B Loan origination fee is an amount that must be paid by

lenders to ED for each disbursement of a qualifying
Federal Stafford, Federal PLUS, or Federal SLS loan. The
amount currently is 5% of the principal amount of the
disbursement before any deductions for insurance
premiums or origination fee. This may be increased to 5.5%
to meet certain budget deficit reduction requirements.
Borrowers receiving unsubsidized Federal Stafford loans
made to cover costs of instruction for periods of enrollment
beginning on or after October 1, 1992 must pay a combined
origination fee/insurance premium of 6.5%. For Federal
Supplemental Loans for Students and Federal PLUS loans
made on or after October 1, 1992 the amount of the
origination fee is 5% of the principal amount of the loan.

Lender loan fee is an amount that must be paid by
lenders to ED for each disbursement of a FFEL Program
loan made on or after October 1, 1993. The amount
currently is .5% of the principal amount of the
disbursement before any deductions for insurance
premiums or origination fees.

Applicable interest rates are the maximum interest rates a
lender may charge under the FFEL program at the time the
loan is disbursed. The lender may charge less than the
applicable interest rate. Applicable interest rates vary with

the type of loan, and these limits have been changed -

periodically.

Actual interest rates are the rates actually charged by the
lender on a FFEL program loan. Interest benefits on
qualifying Federal Stafford and Federal Consolidation loans
are calculated using the loan’s actual, not the applicable,
interest rate.

Variable interest rates apply to FSLS and Federal PLUS
loans refinanced beginning January 1, 1987, or first
disbursed beginning July 1, 1987. The variable interest
rate applicable to these loans changes for each 12-month
period beginning July 1 of each year. Variable interest
rates apply to any Federal Stafford loans for which the first
disbursement is made on or after October 1, 1992 for a
borrower who has no outstanding balance of principal or
interest on any FFEL program loans on the date the
promissory note is signed. The applicable interest rate is

Loan

origination
fee &

insurance
premium

Lender loan fee

Applicable
interest rate

Actual
interest rate

Variable
interest
rate
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determined on June 1 of each 12-month period and is
equal to the bond equivalent rate of 91-day Treasury bills
auctioned at the final auction held prior to June 1, plus
3.1%.

8%/10% interest rates are the rates that apply to Federal
Stafford Loans first disbursed on or after July 1, 1988 for

new borrowers, those who do not have existing Federal
Stafford or FISL Loans still outstanding. The 8% rate is in -

effect while the student is in school and during the grace
period, and for the first four years after repayment begins.
The 10% rate then applies for the remainder of the repayment
period.

Adjustments are corrections to information on loans already
reported on an earlier ED Form 799. The principal amount
ofaloan mayincrease, for example, because a disbursement
was omitted from a previous report. The principal amount
may decrease, for instance, if the student fails to enroll and
the loan check is returned uncashed after 120 days.

Disbursements are the individual loan checks or electronic
fund transfers provided by the lender on behalf of students
or their parents. Multiple disbursements are required for
most loans.

Date ofloan is the date of the loan check or electronic funds
transfer that represents the first distribution of the loan.
The date the loan was made determines the origination fee,
applicable interest rate, and special allowance.

Principal balance is the amount of principal outstanding
on a loan at the close of business on a particular day.
Accrued interest is not included unless it has been
capitalized. Interest may be capitalized when allowed by
Federal regulations and the policies of the guaranty agency.
Repayments on student loans normally include both
principal and interest. However, only the portion of the
repayment representing principal should be subtracted
from the principal balance outstanding.

8%/10%
interest rate

Adjustments

Disbursements

Date of loan

Principal
balance
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m Close of business is used by ED to establish the amount of Close of
‘ principal balance outstanding for the entire day. The daily business day
principal balance for a loan includes any disbursements
made that day. Any repayments of principal made that day
are subtracted when the daily principal balance is
determined. The principal amount of loans purchased that
day are included in the total principal balance outstanding
for the day, and the principal amounts of loans sold are not

included.
m Guaranty agencies have been designated to guarantee Guaranty
loans made under the FFEL program. The guaranty agency agencies

will reimburse the lender on an eligible loan in case of
default, or because of the borrower’s death, bankruptcy, or
total and permanent disability.

®m Insurance premiums are the amounts charged by the Insurance
guaranty agency, generally a percentage of the amount of premuims

the loan. These premiums are called “guaranty fees” by

many guaranty agencies. They usually are deducted by the

lender from loan disbursements. The guaranty agency

determines the amount of the premium, (up to 3% of the
. loan amount).

7 1%




Practice Exercise 1

Here are some questions on your understanding of terms used in ED Form 799.
Answer every question. If you are not sure of the answer, go back and read that
part again. Then check your answers with those given on the page following the
exercise. '

A. FISL loans are no longer being made. With what type of loan are they
grouped for reporting purposes on ED Form 799?

Answer

B. In order to receive prompt payment for interest benefits and special
allowances, how often should a lender submit an ED Form 799?

Answer

C. What term is used to describe the highest allowable interest rate for a
student loan-authorized by law?

Answer

D. Onwhat three types of student loans must the lender pay an origination fee
to ED?

Answer

E. What determines the date on which a loan is made?

Answer

8 13




What kinds of changes are considered “adjustments” on ED Form 799?

Answer

Which type of Part B loans are made to the parents of students, and what were
these loans called earlier?

Answer

What three factors affect the amount of special allowance a lender will receive
on a Part B loan?

Answer

Generally, what determines the interest rate on a Stafford Loan made to a
borrower who already has an outstanding Stafford Loan?

Answer

19 1
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Exercise 1 Answers

Here are the answers to this. Practice Exercise. Your answers do not have to be
worded exactly the same as these to be correct, but you should understand each
of the terms or concepts well enough to get a perfect score.

A.

Subsidized Federal Stafford loans. This group also includes FISL Loans for
reporting purposes.

Quarterly. ED Form 799 should be submitted within 90 days after the end
of each calender quarter or it is not considered timely and not eligible for
penalty interest if ED pays late.

Applicable. A lender may charge a lower, actual interest rate.

Subsidized and unsubsidized Federal Stafford Loans, FSLS, and Federal
PLUS loans. The origination fee applies to qualifying Stafford Loans, those
with subsidized interest benefits and special allowance and FSLS and
Federal PLUS loans made on or after October 1, 1992.

)

Date of first loan check or Electronic Funds Transfer. The promissory
note may have been signed earlier.

Corrections to previously reported information on FFEL Program loans.
These “adjustments” may increase or decrease the amounts reported earlier.

Federal PLUS and Federal PLUS (Parent) loans. Both of these types of loans
to parents are grouped together for reporting purposes on ED Form 799.

The 91 day T-Bill rate, the applicable interest rate on the FFEL Program
loan, and the date the loan was made. ED will calculate the amount due
the lender.

The actual rate of the first loan. Subsequent Federal Stafford Loans

generally must have the same interest rate unless the existing loans have
been repaid in full.

15
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2. ED FORM 799

The ED Form 799 consists of six parts. Look at Exhibit I-1 on
pages I-13 through I-24. This is how the form will usually look
when you receive it from ED, with some preprinted identifying
information already entered. Each part of the form has directions
on how to assemble and report the information needed for that
part. The directions begin on the back of the preceding page so
you can see each part of the form and its directions at the same
time. The directions for Part I begin on the back of the last page
of the form.

Part I: Identification and Certification. This Part includes all
of the needed information about the lending institution
submitting the form. Someone authorized by the institution is
required to sign the Certification section. The instructions for
Part I as well as General Instructions for preparing the form
appear on the back of the very last page of the form.

PartII: Loan Origination Fee and Lender Loan Fee. This Part
is used to calculate and report the amount of loan origination
and lender loan fees due to ED on disbursements of Federal
Stafford loans, Federal SLS, Federal PLUS, and unsubsidized
Federal Stafford loans. Federal Consolidation Loans are also
subject to lender loan fees. The instructions for preparing
Part II begin on the back of the first page.

Part [II: Interest Benefits Excess Interest Rebates. This Part
is used to calculate and report interest benefits due to the
lender for qualifying Federal Stafford loans, (except unsubsidized
Stafford), and Federal Consolidations loans. Generally, ED
pays the interest due on subsidized Federal Stafford and FISL
Loans while the borrower is in school at least one-half of the
time, in grace, and in deferment. ED also pays interest on
Federal Consolidation loans for which a deferment is granted
if the lender received the loan application on or after
Januaryl,1993. Federal Stafford Loans (subsidized and
unsubsidized) made on or after July 23, 1992 may be subject
to arebate of excess interest. Refer to Dear Colleague Letter
93-L-160 for guidance on calculating and reporting rebates
of excess interest or refer to Dear Guaranty Agency Directors
Letter dated March 30, 1994.

ED Form 799
has six parts

Part I

Part II

Part III
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Part IV: Special Allowance. Lenders may receive a special Part IV
allowance on eligible FFEL program loans. ED will calculate the

amount of special allowance due you. The instructions for Part

IV begin on the page facing the form.

All loans eligible for special allowance beginning on or after
October 1, 1992, must be reported by loan type in Part IV,
Special Allowance.

Part V: Changes in Loan Principal for the Quarter. This Part Part V
of the form is used to report increases and decreases that

occurred during the quarter in the principal amounts of all

FFEL program loans held by the lender. This information,

together with the information reported in Part VI, is used by ED

to track the loan programs. It also provides the lender and ED

with a summary of the institution’s loan portfolio that can be

used to verify the completeness and accuracy of the information

reported on other Parts of the form. The instructions for Part V

begin on the page facing this Part.

Part VI: Loan Portfolio Analysis for End of Quarter. This Part Part VI
of ED Form 799 reports the repayment status of the institution’s
FFEL program loans as of the end of the quarter. For this Part,
loans are categorized as to whether repayments have.-not yet
begun, whether arepayment deferment has been authorized or,
if the loan is in repayment, whether the payments are pastdue.
The instructions for Part VI appear on the page facing this Part.

17
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Practice Exercise 2

Examine the ED Form 799 shown in Exhibit I-1 to answer these questions.

A

According to the General Instructions, how many days after the end of a quarter should
the form be submitted to be considered “timely”™?

Answer

Principél amounts of loans purchased by a lender are reported in Part V. On what line of
the form are they reported?

Answer

Which code should be entered in Column (C) on Part III to represent interest payments due
to the lender for the current quarter?:

Answer

The instructions for Column (B) of Part 1l indicate .05 is one “Fee Percent” thal can be
entered. What are the others? :

Answer

What column is used to report on ALAS Loans in Part VI, if these loans can be
distinguished?

Answer

What Column is used to report loan {ype in Part II, and what other loan programs are now
subject to origination fees, and a combined origination fee and insurance premium?

Answer
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Exercise 2 Answers

90 days. Meeting this due date will assure prompt receipt of amounts due
from ED. ED will not pay any penalty interest because of delayed processing
unless the form was “timely”.

Line(5).The lender must report all Federal Family Education Loan Program
(FFELP) loans purchased during the quarter, by type, in PartV.

Code BC. This code is used to identify principal amounts of qualifying
Federal Stafford and Federal Consolidation Loans on which the lender will
receive interest accrued during the quarter.

.055 and .065. This origination fee applied to Federal Stafford Loans made
between March 1, 1986 and September 30, 1986 and between October 1.
1989 and December 31, 1989, is .055. The .065 (6.5%) origination fee/
insurance premium is used for unsubsidized Federal Stafford loans for
period of enrollment beginning on or after October 1, 1992.

Column (C). ALAS Loans that can be distinguished from PLUS Loans are
reported with SLS Loans in Column (C).

Column (A). Federal FSLS (TS) and Federal PLUS (TP) loans are subject to
an origination fee which is usually 5%. Unsubsidized Federal Stafford
loans (TU) are subject to a combined origination fee, and insurance
premuim which is 6.5% of the loan principal and is deducted proportionately
from each loan disbursement.

1-26 453




3. PREPARING LOAN RECORDS

The lending institution should maintain its record in such a
manner that certain information is readily available both on a
loan-by-loan basis and a "grouped" basis. The lender should
keep in mind that the billing records must be maintained so
that each billing can be documented for auditors and program
reviewers. You will save considerable time, and reduce
opportunities for mistakes, by checking all of your institution’s
student loan records well before you begin to work on the
form. You will also need this information to be able to
demonstrate how you arrived at the figures you reported on
ED Form 799 for an audit/program review.

Each lending institution, of course, has its own way of setting
up loan records. You are not required to use any particular
format or coding structure. However, you will not be able to
prepare an ED Form 799 without the following information on
each loan. In addition to an identifying loan account number,
each loan record will have to contain these items.

a. TypeofLoan. For purposes of ED Form 799, there are five
types of FFEL program loans:

- Subsidized Federal Stafford, (including FISL Loans)

- Unsubsidized Federal Stafford

- Federal SLS, including PLUS (Student) and ALAS Loans
- Federal PLUS, including PLUS (Parent) Loans

- Federal Consolidation Loans.

Loans must be sorted by type when you prepare the ED
Form 799.

b. Datethe Loan was Made. Thisis the date of the loan check
or electronic funds transfer that represents the first
distribution of the loan. The date the loan was made
determines the origination fee, applicable interest rate,
and special allowance.

c. Applicable Interest Rate. The applicable statutory interest
rate, whether the loan was made at this or a lower rate, is
needed to prepare Parts II and IV of ED Form 799. The
applicable interest rates depend on the type of loan and
the date the loan was made.

Loan
information
needed

Type of loan

Date loan
made

Applicable
interest rate
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Actual Interest Rate. The actual interest rate charged for
Federal Stafford loans and Federal Consolidation loans
are needed for Part III of the form. The actual interest rate
cannot exceed the applicable interest rate in effect at the
time the loan was made.

Loan Status. You must know the status of every loan to
complete Parts III, IV, V and VI of the form. You must know
whether the loan is in an in-school or in-grace status, in
an authorized period of deferment, in repayment, or in
forbearance. You must know whether payments are past
due at the end of the quarter, and how many days past due
they are. You also must know whether a claim has been
filed with your institution’s guaranty agency.

Beginning Principal Balance and Adjustments. You will
need to know the total of the beginning principal balances

for each type of loan, and whether any of those amounts
are different from the total ending principal balances
reported for the previous quarter.

Principal Amounts of Disbursements. This information is
required on all loans to complete Part V, and on qualifying
Federal Stafford, Federal PLUS, unsubsidized and
subsidized Federal Staffords, Federal Consolidation, and
Federal SLS loans to complete Part II. The principal
amount of a disbursement is the gross amount prior to any
deduction for insurance premiums or the origination fee.
The principal amount is also used to calculate lender
loan fees owed to ED.

Amount of Repayments. Repayments and otherreductions
in the outstanding balances of loans must be reported in
Part V, and must be used to calculate ending principal
balances as well as the average daily principal balance for
Parts III and IV. '

Average Daily Principal Balance. This information is
required for Parts IIl and IV of ED Form 799. The average
daily principal balance is the sum of the principal amounts.
outstanding each day of the quarter divided by the
number of daysin the quarter. This information must be
reviewable at a loan-by-loan level. The Average Daily
Principal Balance can nowbe used in the calculation of
excess interest.

Actual
interest rate

Status of loan

Beginning
principal
balance

Disbursement
amounts

Repayment
amounts

Average daily
balance
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Purchases and Sales. FFEL program loans may be bought
and sold by lenders participating in the FFEL program.

~ Your institution’s records should contain the date of the

purchase or sale of aloan, the principal amount outstanding
on that date, and the name of the institution it was bought
from or sold to. Purchases and sales must be reported in
Part V, and will affect the average daily balances reported
in Parts III and IV. They may also have to be reported in
Part II.

Other Information. In addition to the information already
described, you will have to know whether each of your
institution’s Federal Stafford, unsubsidized Federal

- Stafford, FISL, and Federal Consolidation loans qualify for

subsidies, whether any interest has been capitalized on a
loan, and whether any loans in your institution’s portfolio
have had the guarantee voided, have been “cured”, or have
had a claim on the principal paid by the guaranty agency
during the quarter.

Purchases and
sales

Other
information
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Practice Exercise 3

Here are two example of loan records that lending institutions might have in their
loan portfolios. Inspect them carefully and then answer the questions beneath
each record.

J.Adams Acct: 489-40-6711
Federal Stafford loan at max rate: .08/.10 Report Date: 9/30/89

TRANSACTION DATE - AMOUNT BAL DUE
Disbursement 09/02/89 1,400.00

Insurance 09/02/89 42.00

Origin. Fee 09/02/89 70.00 -

Paid by Check 09/02/89 1,288.00 -1,400.00

In-school, no current interest due from borrower.

1. What type of student loan did J. Adams take out?

Answer

2. How many disbursements were made on this loan? .

Answer

3. What interest rate applies to this loan?

Answer

Q- | 1-30 47




o P. Jones Acct: 895-51-0483

Federal Plus loan at VAR Rate: .1045 Report Date: 12/31/89 _
TRANSACTION DATE _ AMOUNT BAL DUE
Disbursement 10/15/89 1,000.00
Insurance 10/15/89 30.00
Paid by Check 10/15/89 . 970.00 1,000.00
Interest Accrued 12/15/89 8.63 1,008.63
Payment Rec’d. 12/15/89 : 80.00 928.63

In repayment.

4. Why was there no deduction for an origination fee?

Answer

5. This loan was made at a variable interest rate. What does that mean?

' Answer

6. What was the principal amount outstanding on this loan as of the end of the
quarter? ;

Answer

5
0
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Exercise 3 Answers

Federal Stafford Loan. Because J. Adams is in school, no interest accrues
and no repayments currently are required.

One. J. Adams was issued a check for $1,288.00 on September 2, 1989 for
the full principal of the loan after deductions for the insurance premium and
the origination fee.

8%/10%. This was the applicable, or maximum, interest rate at the time the
loan was made prior to October 1, 1992.

This is a Federal PLUS Loan. No origination fees are required for Federal
PLUS Loans made prior to October 1, 1992.

The rate is calculated by ED every year. The rate is determmed by ED on

~dJuly 1 each year.

$928.63. Payments generally include accrued interest as well as a portion of
the principal.
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UNIT I SELF-TEST

Each unit in this Workbook has a Self-Test. Take the Self-Test to make sure you
understand what the Unit covered. The same problem will be used throughout all
of the Units. Look at Exhibit I-2. It includes a memo from the Loan Operations
Director and a summary of the First Student’s Bank Federal Family Education
Loan Program loan portfolio as of December 31, 1992. There were 16 loans
remaining in the portfolio on that date. During the quarter, the Bank sold a block

_of loans to another lendcr.

For this Self-Test, examine each loan record so you understand all of the entries.
Then answer the following questions. For most of the Units, you will be asked to

_code each record, make the necessary calculations, and prepare that Part of ED

Form 799.

1. How many Federal SLS Loans are in this portfolio?

Answer

2. How many loans in this portfolio are in repayment?

Answer

3. One disbursement check was not cashed within the required time limit. What
is this student’s name?

Answer

4. What was the amount of the loan disbursement to G. Brett during this
quarter? -

Answer

"R
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5. How many of the loans in the portfolio are past due as of December 31, 1992? .

Answer -

6. What is the ending balance on J. Austin’s Federal PLUS Loan as of December
31, 1992? ‘

Answer

7. How many loans made in an earlier quarter had additional dlsbursements
during this quarter?

Answer

| , 1-34
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Exhibit I-2

FIRST STUDENT'S BANK
111 Savings Way
Deposit, WY 82809-1515
(307) 444-9000

MORANDUM
TO: Lee Washington, Student Accounts Specialist
FROM: N.W. Campus, Vice President and Loan Operations
Director
DATE: July 1, 1992

Beginning with the quarterly submission covering the
period October 1, 1992 through December 31, 1992, this
bank will be switching to the new ED Form 799 to report
student loan information. This new form is different in
many ways from the forms you have been using. Please make
every effort to become thoroughly familiar with the new
form and its requirements. I know we can continue to
count on you to submit on-time, error-free reports to the
Department of Education on our student loan activities.

As in the past, I will sign the form on behalf of this
institution. You will be expected to have the fourth
quarter 1992 report ready for my signature on January 31,
1993. As a reminder, our correct LID is 898989 and our
EIN is 62-7497335. Our Routing Number and Account Number
for EFT are 276482099 and SL-6773. We will continue to
prepare our report ourselves without assistance from a
Servicer. '

Thank you.

I-35
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® - | ANSWERS TO SELF-TEST

‘1. 3. These are the loans to A. Siddons, T. Bond, and R. Butler.

2. 7. Be sure you excluded loans in deferment.

3 D. Travis. This is noted in the “Additional Information” column.
4. $2,000.00.

5. 1. This is noted in the “Additional Information” column.

6. $2,980.00. This is the principal balance outstandmg after all repayments
during the quarter.

7. 2.

Q _ [-37




UNITII
ED FORM 799

GENERAL INSTRUCTIONS AND PART I:
IDENTIFICATION AND CERTIFICATION

‘1. GENERAL INSTRUCTIONS FOR ED FORM
799

The Department of Education will send each lender participating
in the FFEL program an ED Form 799 with preprinted lender
identification information. You will receive the form toward the
end of each quarter (March 31, June 30, September 30, and
December 31). If the form is damaged or you do not receive one
by the end of the quarter, telephone the Federal Student Aid
Information Center at 1-800-443-3243 (1-800-4 FED AID) to

obtain a replacement. Lenders who do not submit an ED Form -

799 for four consecutive gquarters are subject to deactivation
from the program.

ED Form 799 has six parts. You must submit all six parts. If
you need additional space to complete any part of the form,
you may make copies of that part and use them as continuation
pages. Be sure to number every page in the report in sequence,
including any continuation pages. "

You are permitted to generate your report using computer
printouts. If you prepare your report this way, you must use 8-
1/2"by 11" or 11" by 15" size paper. You cannot use color bar
paper; upon reduction the coloring makes the document
illegible. You may exclude the instructions that appear on the
form from your report. Make sure every column and row is
properly labeled, and that your Lender Identification Number,
or LID, appears at the top of each page. Number every page
sequentially using arabic numbers (e.g., 1, 2, 3) not Roman
numerals. Do not number each part of the form separately. All
of the information requested in each part of ED Form 799
must be provided. Make sure the complete certification
statement from Part I of the form is included on the printout
and that it is properly signed. If you prepare the report
manually, PLEASE print clearly.

Obtaining the
form

Submit all six
parts

Computer
printouts
acceptable
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When the form is prepared, all monetary amounts on the form,
except those in Part III, Column (F), should be rounded to the

- nearest whole dollar. Amounts of fifty cents or more must be

rounded up, and amounts of less than fifty cents must be
rounded down. For example, $243.83 would become $244,
$189.50 would become $190, and $321.47 would become
$321. You must round amounts only when making entries on
the form. All calculations must be performed using dollars and
cents.

Percentage rates must be indicated as decimal numbers. When
necessary, show the rate to as many as four places after the
decimal point. You should record 8% as .08, 6.5% as .065, and
7.85% as .0785.

Send your completed ED Form 799 to the Processing
Center in Greenville, TX. The address appears on the first
page of the form. The Processing Center uses a Post Office
Box number. Commercial couriers such as Federal Express,
Airborne, or United Parcel Service cannot make deliveries
to a Post Office Box, so you must send in the form using
the U. S. Postal Service. If you want overnight delivery,
you must use the Express Mail service provided by the
U. S. Postal Service.

Prepare and submit an ED Form 799 each quarter if you want
payments from ED covering interest benefits and special
allowance for that quarter, or if you owe origination fees or
interest rebates to ED for the quarter. The form must be

submitted within 90 days after the end of the quarter to be

considered timely. ED will authorize payments of any amounts
due to you within 30 days after receiving an acceptable report.
If the report contains errors or is incomplete, ED will return
the form to you for correction and resubmission.

If you need help when preparing the form, contact your ED
Regional Office. Alist of the Regional Offices with their addresses
and telephone numbers is provided in Appendix A.

Round off
dollar
amounts

Enter
percents as
decimals

Send form to
processing
center

Be prompt
and accurate

Getting help

-2 57 '




’ Practice Exercise 1

.Here are some questions concerning your understanding of the General
Instructions for ED Form 799. The answers are on the following page.

A. What should a lender participating in FFEL programs do if the new ED Form
799 fails to arrive?

Answer

'B. How should the percentage rate of 8.37% be recorded on ED Form 799?

Answer

C. Should parts of the form that contain no entries be submitted along with
those parts that have entries on them?

‘ Answer

D. What page numbers do you give to two continuation pages that have to be
added after page 3 of the form?

Answer

E. How many times each year does a lender participating in the FFEL programs
submit an ED Form 799?

Answer

F. What value should the amount $877.29 be rounded to on the form?

Answer

Q | -3 08
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Exercise 1 Answers

Telephone 1-800-433-3243 (1-800-4 FED AID). Use this number to obtain
a replacement ED Form 799.

.0837. Record all percentages as decimal numbers using a maximum of four
digits. :

Yes. All parts of the form must be submitted even if they have no entries.

4 and 5. All pages in your submission must be numbered sequentially from -
the beginning to the end-of the form.

Four. A participating lender should submit a form covering each calendar
quarter.

$877. Round 50 cents or more up to the next dollar and round down for
amounts of 49 cents or less. :

-4 39




2. LENDER IDENTIFICATION

Part I of ED Form 799 contains lender identification information
and a certification statement that must be signed by an
authorized representative of the institution. Part I also indicates
the name and address of a Servicer if one is used. You can
arrange to have a Servicer prepare the form on your behalf.
You also may authorize the Servicer to sign the certification
statement and send the form directly to the Processing Center.
However, your institution remains responsible for all entries
on the form even if the Servicer signs it.

Usually, some of the identifying information will be preprinted
-on the form when you receive it. You should inspect the
preprinted information very carefully to make sure it is accurate.

Look at Exhibit II-1. It shows what the first five spaces in Part
I would look like when you receive a form with the preprinted
information on it. :

The preprinted information usually includes the following.

Space 1. LID, the Lender’s Identification Number, as well
as the lender’'s name and full address. The LID is a six-
digit code assigned by ED to lenders participating in the
FFEL program. If your institution does not have an assigned
LID, or there is an error in the preprinted LID, contact the
ED Federal Family Education Loan Lender Update Desk
using the address in Appendix A. You also should contact
the Lender Update Desk if your institution has merged

with another and you are not sure which LID you should

use.

Space 2. Servicer's name and address, if the lender uses a
Servicer to prepare the form. If your institution has been
using a Servicer for reporting, the Servicer’'s name and
address will be preprinted on the form and, if you have
instructed ED to do so, the form will be sent to the
Servicer. If the form previously has been sent to a Servicer
but you now want to receive the form yourself, contact the
Lender Update Desk. On the other hand, if you now are
receiving the form but want it sent to a Servicer instead,
insert the Servicer's name and address in this space.

ED Form 799,
Part 1

Preprinted
information

Lender’s LID,
name and
address

Servicer’s
name and
address
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Space 3. Employer Identification Number, or EIN, a number Lender’s EIN
assigned to the lender by the Internal Revenue Service. This ‘
number has nine digits with a dash after the first two digits.

If the number on your form is incorrect, cross it out and

enter the correct number. Add your institution's EIN if it is

missing on the form. This number is assigned by the Internal

Revenue Service and you should contact them if you are not

certain about your correct EIN.

Space 4. Routing Number used by the U. S. Treasury to make Routing
payments through Electronic Funds Transfer/Automated - number

Clearing House (EFT/ACH). If you want to receive payments
using EFT/ACH, call the Lender Update Desk to request a )
Department of Treasury Standard Form SF 3881. Prepare
the Department of Treasury Form SF3881 and return it to
the Lender Update Desk. If the preprinted Routing Number
is wrong, contact the Lender Update Desk. If the space is
blank, payments will be made by check.

Space 5. The Account Number for Deposit indicating the Account
account that should be credited when payments from ED are number for
received through EFT/ACH. An Account Number is specified deposit

only if you receive payments through EFT/ACH. To begin
using EFT/ACH, prepare a Department of the Treasury Form
SF3881 and send it to the Lender Update Desk. Contact the
Lender Update Desk if the preprinted Account Number is not
correct or if you need a Department of Treasury Form SF3881.

None of the remaining spaces on Part I will be preprinted when
you receive the form.
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Four steps are required to complete Part'I of ED Form 799,
This is the beginning step. The remaining steps are described
in the following sections.

Step 1. Inspect all preprintéd information. Then make Inspect
corrections or contact the Lender Update Desk. preprinted
information

If you find any errors in your institution's name, address, or
EIN, draw a line through the error and write in the correct
information. If any of this information is missing, you should
add the correct information. Correct any mistakes in the
Servicer's name or address the same way. If you find any
errors in the preprinted LID, Routing Number, or Account
Number for Deposit, contact the Lender Update Desk before
submitting your ED Form 799.

I11-8




Practice Exercise 2

Here are some questions on your understanding of the identification section on
Part I of ED Form 799. The answers are on the following page.

A. Your office has been relocated to a new address. How do you change your
institution’s mailing address on the form?

Answer

B. The wrong LID appears on the preprinted form you receive. What should you
do? S '

Answer

C.  Your institution has decided to change from one student loan Servicer to
another Servicer. What should you do?

Answer

D. Your institution merged with another during the quarter. How do you find
out which institution’s EIN should be used?

Answer

E. The preprinted form you received has a Routing Number, but no Account
Number. To make sure amounts due your institution from ED will be
received through EFT, what should you do?

Answer




Exercise 2 Answers

A. Cross out the old address and print the new one.
B. Contact the Lender Update Desk.

C. Contact the Lender Update Desk. or obtain the form sent to your current
Servicer and substitute the name and address of the new Servicer.

D. Contact the Internal Revenue Service (IRS). The IRS determines what EIN -
: you should use.

E. Contact the Lender Update Desk.
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3. QUARTER COVERED AND LENDER
® CERTIFICATION |

After you have inspected the preprinted information, you must
complete the remainder of Part I on ED Form 799.

Step 2. Indicate the calendar quarter covered by this Calendar
report. : quarter

Space 6. Put a checkmark or an “X" in the space before
the last month of the quarter covered by this report. Then
enter the last two digits of the calendar year. For example,
your entries would look like this for a report covering the
second quarter of 1993: :

2 [X] June 30, 1993

Step 3. Have the Certification completed. Signature
required

Space 7. Someone legally authorized to do so must sign
the certification statement on behalf of your institution.

‘ Usually, this will be an officer of the institution. If your
institution uses a Servicer to prepare the form, it may
authorize an official of the Servicer to sign the form.
Otherwise, the Servicer would send the completed form to
your institution to be signed and forwarded to the
Processing Center in Greenville, TX. The form must be
signed in_ink, and the form with the original signature
must be submitted. Forms with no signature, or those
signed with a signature stamp, will be returned.

Space 8. The date the certification statement is signed
goes in this space.

Space 9. The name and the title of the person signing the

form must be typed or printed in this space. If the person’s

official title and functional title differ, use the functional
. title.
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Step 4. Provide the requested contact information. Contact .
information .

Space 10. Type or print the name of your institution’s
contact person here.. This should be the person most
knowledgeable about the entries on the form and how
they were calculated. If a Servicer is used, put in the name
of the Servicer's contact person. This is the person ED will
contact if any questions arise.

Space 11. Put the contact person'’s full telephone number
here. Make sure to include the area code.

68
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Practice Exercise 3

Look at Exhibit II-2. It shows what Part I of ED Form 799 will look like with the
preprinted information already in place. Inspect the preprinted information to
make sure it is all correct. Then complete the Certification section. Use the
following information to check the form shown in the exhibit. Circle and correct
any errors you find in the preprinted information. Note when you would contact
the Lender Update Desk. Then make all of the additional entries that are
neccessary to complete Part I. '

Your institution is the American Collegiate Bank located at 123
Bluebook Road, Harvard, Ohio 39104-2277. The LID assigned to the
bank by ED is 818612. Its EIN is 54-2821290. Your institution does
not use a Servicer to prepare the form. It does use EFT. The Routing
Number is 312645978 and the Account Number is 307-40063. The
quarter covered by this report is the last quarter of 1993. Alexander
Hamilton, Computer Records Manager and Assistant Vice President,

- will sign the form as its authorized representative on February 28, -
1991. You will be the contact person. Use your own name and
business telephone number.

II-13 69
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Exercise 3 Answers

Check your answers with those shown in Exhibit II-3.

There was an error in Space 3. You should have drawn a line through that
entry and written in the correct EIN, 54-2821290.

There was an error in Space 5. The correct Account Number is 307-40063.
You should report this error to the Lender Update Desk.

You should have put an “X” following the 4, and added “93” to the date in’
Space 6. '

Alexander Hamilton’s signature should have been written in Space 7 in ink.
The signing date, 2/28/93, should have been entered in Space 8.

You should have printed or typed Alexander Hamilton’s name and his
functional title, Computer Records Manager, in Space 9.

You should have printed or typed your own name in Space 10, and your own
business telephone number with the correct area code in Space 11.

15 72



‘ . £

gy TIEVIVAV k40D 1sad

s

Exhibit II-3

COSOZ DG ‘VOIBuIYSEM ‘L 150 OVBL 1391029 UO|IINPRY NioMIBdey 190PNQ PUS JUBWEBYUR W JO 83110 ®y) 01 PUT ‘159¥ ZOZOZ 2O ‘voiBuiysem

‘U0ISIAIQ SURIIdWOD § IUSWEBFUR W UOHEWIOUS *J0178:1Q "YONEIND] JO JUBWLIEEBQ S'N ‘O ©apanq 814l BuIINDBI 20} SUCIIEBBONS BuIPNIIUI ‘UCHBWIOIU JO UONIRHOD S1Y) 4O 170018 JOYI0
Aue 10 B1eW 1138 VBPING 31yl BuipseBas SIUIWWOD PUBS ‘VONEWI0JU| JO UO11I8[103 8Y) Buimsnes pue Bul > pue ejep oY) Ouivinuiew pue Bupseyie0 ‘sedsnos niep Ouis e
BUIU3sE0® ‘SUOHIDNIISUI BUIMIIAR 10) JWN BUN BUIPNIIU) 'BSUOdSe) 100 WNOY 5, ¢ 00eiear 0) PICWNBS 81 UCHEW IO JO UO1IIRII0D 31U) J0) UBPING Bursodes 31Gnd  NIQHNE ONILHOGIY

(601 'D'S'N OZ JO SUOISIACL JY} JIPUN 10 JO ‘SILA G UTY] 9.10W JOU PoUOSII 20 000 0ZS U\ 920w JOu PoUy 3q JORIa) LOINIALOD VodN |feys ‘A) onty 40 g wegd
Japun uonE60IANS AQ PAUIEIQO 1UBI AU BuIdIojUS WOy SAITIS PaNIUN S) JuAdsd O) 20 321EIS POJIUN ) PNEYIP O} JUIJUI UM [EIDU0D 20 AOSISID 03 01 SIAUINT 20 ‘PIPUIWE SE
‘S961 JO 12Y LONEINPT JIUBIH M jO Al BN JpUN AOUTSISIE JO LOISIADL oy 0) BuIEIas PIo3as Aur S[REIU0D 20 sRoNSaP AiFyiim pue ABuimou oym LosIed AN CONINNYM

€6 61 'igeqwareg X ] v
vEIY-COPSL XU 'OIiAuB0ID . ) T 61 '0C s2qweides [ ] ¢
pCIly x0g 02140 1s0d 6L ‘ocounr [ | Z

Buissed0.iy JuawAey jseuoiu —sticuen [ ] 1

uouednp3 o judswisedeg ‘SN - (ouQ eje1dwo) pue wrey)) Bupul sejen g
‘04 wioy4 pajajdwor) ey

] q.N\quo <—— £400T<00T
0687-9G6% 808 ) 19quinN suoydee) 1oejuo) ‘| A MQQQ.\VIN og %&Q wB ‘iisode(Q 0} JeqQuINN JUNOIDY G

3WeN J4noj SWEN jaejuo) 0f 8/65¥9ZL¢ equiny Bunnoy v

Q@V\N‘%NJ@W 867128285 “equiny vonedyiuep) sehodwy g

“Jb|{ spioiay Ja3ndwo) oIl PUE BWEN padh) g
¢ Uo}| Lwey Japuexa|y
oreqg @
.m£ 2zlz
% Q\«\-V\_\\Q\N\_\ eineubrs 4 @1qedndde ;i ‘sseippy pue dWeN JBIINLBS 7
‘SIUWEHNDY. puE SLOIEMBE. 3 JUGUNIEdeg W) YIIm NNNN:@O— mm HO « UL@>«.@I
9OUEPL0IIE L) A>uebr Ajuesenb AUE AQ PUT “IUSURLISAOD [R19P04 M jO S815USEE peoy %oogan| g £21
400 ‘sjuebe 1y J0 LOIIEIND] JO Jusunsedeq Ol AQ IIPNE PUE MBIASS O 12elans oq jueg ajelt mm— 100 uedluowy
Ireys wesSosd sig Jepun epew surol 0) SunNPs SIUNOIDE pue ‘sejy ‘syueumdop e . .N_. ow_.w
1Y SBPOMMODDE | WesBO0Id UPO LONEINPT AjIWe S [RI0Pa4 AN 0) Buijeles $015110d ’
PUE ‘suCIIENGR. “sME) 91qediIddE 01 SULIOJUOD §1 IVY) PUE J2110q PUE BPIMO ‘3S2ippy pue ‘oweN sopue] ‘gl ‘|
Aw JO 133q ) 0} 192,403 S) LI0ADS I UI POPNIU] UOIIBULIOH 8 ey Apisad | (eBey )seq jo yoeg vo SUO/IINNSU] | IRy pUR [RIBUBS)
‘NOWLYDIFILHID NOILVOISILHYID ANV NOILVYIIHIUNIQI i L¥Vd

wiog srus Bunosdusos esojog 1H¥Od3Y ANV LSINOIY IONVMOTIV TVIDIdS ANV LSINILNI S.M3IANIT
ued cmwm uo\. suonaInssu| pesy

| 39vd : . weiboid ueo uoneanpy Ajwe4 jesopay
o asn 1 wmtnsen e vt et w4 01 NOLLYONA3 40 IN3INLAFVYd3Ia 'S'n

/L o0 dv] $000 OVRL  ON AWO

II-16




UNIT II SELF-TEST

Use th1s Self-Test to make sure you understand everythlng you should know
about Part 1 of ED Form 799.

To take the Self- Test, go back to the information on the First Student's Bank
presented in Exhibit I-2 on page 1-35. All of the information you will need is in -
the Memorandum at the beginning of that exhibit. Perform each step using the
preprinted form in Exhibit II-4. If you find anything wrong with the preprinted
information, circle that area and write in the correction. If you would contact the
Lender Update Desk about an error, note that on the form. Write in all the
information that should be added, including the signature of an authorized
person.

Step 1. Inspect all preprinted information, then make corrections or contact the
- Lender Update Desk.

Step 2. Indicate the calendar quarter covered by this report.
Step 3. Have the Certification completed.
Step 4. Provide the requested contact information.

When you have finished, check your work with the Self-Test Answers.
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SELF-TEST ANSWERS

Your completed Part I of ED Form 799 should look like the one in Exhibit II-5.
Check each of your answers carefully.

In Space 1, the lender’s preprinted LID is incorrect. It should be 898989.
In Space 2, no Servicer is used so this space is left blank.
In Space 3, the EIN is correct.

In Spaces 4 and 5, the Routing Number and Account Number both are
correct.

In Space 6, you should have added an “X” and “92” to indicate the fourth
quarter, 1992, as the period covered by this report.

In Spaces 7 and 8, you should have written the signature of the authorized
official, N. W. Campus, and the date the form will be signed, 1/31/93.

In Space 9, you should have printed or typed the authorlzed official’s
functional title, Loan Operations Director.

In Space 10, you should have printed or typed the name of the Student -
Accounts Specialist, Lee Washington.

In Space 11, you should have put the bank’s area code and telephone
number, (307) 444-9000. -
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UNIT III
ED FORM 799 PART II:

LOAN ORIGINATION AND LENDER LOAN FEES

1. ORIGINATION FEES MUST BE PAID TO ED

A Loan Origination Fee must be paid to ED on disbursements
of all qualifying subsidized Federal Stafford Loans, and
unsubsidized Federal Stafford Loans, Federal SLS and Federal
PLUS loans made on or after 10/1/92. When the origination
fees go unpaid, the loan is not eligible for interest or special
allowance benefits or for reinsurance. These fees are reported
in Part II. Lenders are responsible for collecting the origination
fee from borrowers. The lender then transmits these fees to ED
at the end of the quarter. The loan origination fee does not apply
to Federal Stafford Loans that do not qualify for full interest
benefits and the special allowance subsidies, if the first
disbursement on these funds occurred prior to October 1, 1992.

The borrower may pay the origination fee in cash or, more
usually, have it deducted from the proceeds of the loan. The
amount of the fee due to ED is calculated based on the amount
of the disbursement before any deductions. If the loan is
disbursed in installments, a proportionate amount of the fee is
deducted from each installment.

The fees owed to ED by a lender, based on disbursements
during a quarter, must be paid to ED at the end of that quarter.
The amount due usually will be deducted from what ED owes
the lender for interest benefits and special allowance. If the
amount due the lender is insufficient, the lender will be notified
that an additional amount is due to ED. This may happen, for
instance, if a large number of new loans were made during the
quarter. The lender may pay this amount or have it deducted
from its next quarter’s interest benefits and special allowance.
The lender has 180 days to pay ED. On the 181st day ED will
bill the lender for the remainder. The bill from ED must be paid
in 30 days to avoid interest charges. Ifthe lender sells the loans,
then the lender must pay the origination fees immediately.

Loan
Origination
Fee

Fee usually
deducted

Paying fee to
ED

Fee usually
deducted

Paying fee
to ED
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Lenders who have collected origination fees but do not file an ED
Form 799 must send the fees to the Department of Education.

Lenders should contact the Lender Update desk for further

information.

The origination fee on all new Federal Stafford Loans is 5.0
percent of the principal amount of the loan. This rate has been
in effect except on loans made during sequester orders (March
1, 1986 through September 30, 1986 and October 1, 1989
through December 31, 1989). Loans made during these
sequester orders increased the origination fee to 5.5%.

The rate charged depends on when the loan was made, even if
it is disbursed in installments. Therefore, the 5.5 percent
origination fee must be charged on subsequent installments of
Federal Stafford Loans originally made from March 1, 1986
through September 30, 1986, and from October 1, 1989
through December 31, 1989. ED considers a loan to have been
“made” on the date the first installment was disbursed.

The origination fee on all Federal Supplemental Loans for
Students (SLS) and Federal PLUS loans made on or after 10/1/
92, is 5.0% of the principal amount of the loan.

The origination fee on unsubsidized Federal loans is 6.5%.

If a loan is bought or sold in the same quarter as it was nade,
the purchasing and selling lenders must decide which institution
is to be responsible for paying the origination fee to ED. One or
the other then includes any origination fee due to ED in its
quarterly report. How these loans are to be reported on Part II
will be described later in this Unit.

No origination fee is due on a Federal Stafford Loan if the loan
iscancelled within 120 days after it is made. Aloan is considered
cancelled if the disbursement check is returned without having
been cashed, if the check is not cashed within 120 days, or if the
disbursed amount is repaid in full within 120 days. If the
origination fee already has been paid on a disbursement that
was made in the preceding quarter, ED will refund the amount
of the fee when the lender reports the cancellation as an
adjustment on Part II of the form.

Fee of 5%

Fee of 5.5%

Fee of 5.0%

Fee of 6.5%

Loans bought
or sold

Loans
cancelled

I1-2 82




2. LENDER LOAN FEES MUST BE.PAI'D TO ED

The lender loan fee on any FFEL program loan is 0.5 percent of
the principal amount of the loan.

If a loan is bought or sold in the same quarter as it was made,
the purchasing and selling lenders must decide which institution
is to be responsible for paying the lender loan fee to ED. One
or the other then includes any lender loan fee due to ED in its
quarterly report. How these loans are to be reported on Part II
will be described later in this Unit.

No lender loan fee is due on a FFEL program loan if the loan is .

cancelled within 120 days after it is made. Aloan is considered
cancelled if the disbursement check is returned without having
been cashed, if the check is not cashed within 120 days, orif the
disbursed amount is repaid in full within 120 days. If the lender
loan fee has already been reported, ED will refund the amount
of the fee when the lender reports the cancellation as an
adjustment on Part II of the form.

Fee of .5%

Loans bought
or sold

Loans
cancelled
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Practice Exercise 1

Here are four examples describing student loans that might be made by your
institution. For each example, calculate the amount of origination fee your
institution must pay ED. Assume the report you are preparing covers the last
quarter.of 1992. The amounts of the disbursements in these examples are before
deductions for the origination fee and the insurance premium. Write out each
answer and then check your answers with those on page III-5.

A.

Susan took out a subsidized Federal Stafford Loan during the quarter for
$900. It was disbursed in one installment on November 1, 1992, How much
origination fee must the lender pay to ED?

Answer

Jim received a subsidized Federal Stafford Loan in the amount of $1,400. The
first installment of $700 was disbursed on August 10, 1992. The second $700
installment will be disbursed on January 10, 1993. How much origination fee
is due ED for the fourth quarter of 1992?

Answer

Terry took out a subsidized Federal Stafford Loan during the quarter for
$1,600, with an initial disbursement of $800. How much origination fee is due
ED for the quarter?

Answer

Beatrice received a $400 disbursement on a Federal SLS Loan on December
8, 1992. How much origination fee does your institution owe ED for the fourth
quarter on this disbursement?

Answer

I11-4 8 4




Annreceived a $600 disbursement on an Unsubsidized Federal Stafford Loan
on October 15, 1992. How much origination fee does your institution owe ED
for this quarter?

Answer

Fred received a Federal PLUS loan in the amount of $1000. The first
disbursement of $500 was on August 15, 1992. The second disbursement of
$500 was on October 2, 1992. How much onglnatlon fee is due ED for the
fourth quarter of 1992?

Answer




Exercise 1 Answers

$45. The amount disbursed in the fourth quarter was $900; $900x .05 = $45.

$0. The first $700 was disbursed during the third quarter of 1992.The second
$700 disbursement will be in the first quarter of 1993. No origination fee is due
for the fourth quarter of 1992.

$40. The amount disbursed in the fourth quarter was $800; $800x .05 = $40.
$20. The amount disbursed in the fourth quarter was $400; $400x .05 = $20.

$39. The amount disbursed in the fourth quarter was $600; $600 x .065 =
$39. .

$25. The amount disbursed in the fourth quarter was $500; $500x .05 = $25.

I11-6 86




3. ADJUSTMENTS TO PAST ORIGINATION FEE
-~ PAYMENTS

Adjustments to correct previous origination fee payments also
are reported in Part II of ED Form 799. An adjustment is
required if the amount of origination fee reported to ED was
overstated or understated in a previous quarter. The fee could
be gverstated, for example, if the lender paid ED the fee in the
last quarter but the disbursement check was returned uncashed
during this quarter, eancelling the loan. The amount may be
understated, for example, if the lender failed to include all
Federal Stafford Loan disbursements when preparing the prior
quarter’s report or if the fee was reported at 5% instead of 6.5%.

Adjustments should be reported only if they affect the amount

of origination fee calculated for an earlier quarter. If a loan is

made and then adjusted in the same quarter, report only the net
result for the quarter. For example, you need not report a loan
that was made and cancelled in the same quarter.

Adjustments
of fee

Reporting
adjustments
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4. ADJUSTMENTS TO PAST LENDER LOAN FEE
PAYMENTS o

Adjustments to correct previous lender loan fee payments also
are reported in Part II of ED Form 799. An adjustment is
required if the amount of the lender loan fee reported to ED was
overstated or understated in a previous quarter. The fee could
be gverstated, for example, if the lender paid ED the fee in the
last quarter but the disbursement check was returned uncashed
during the current quarter, cancelling the loan.

Adjustments should be reported only if they affect the amount
of lender loan fees calculated for an earlier quarter. If a loan is
made and then adjusted in the same quarter, report only the net
result for the quarter.

Adjustments
of fee

Reporting
adjustments
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Practice Exercise 2

Here are five more student loan examples to consider. For each example, determine
whether an adjustment in the amount of origination fee reported in a previous
quarter is required. Answer “yes” or “no”. The answers are on the following page.

A.

Roland received a $350 disbursement on his Federal Stafford Loan in the
preceding quarter. Your institution paid the origination fee due on this
disbursement, but sold. his loan during the quarter that just ended. Is an
adjustment required? :

Answer

Due to a clerical error, several Federal PLUS Loans made by your institution
in the fourth quarter 1992 were omitted from the amounts you reported in Part
Il when you prepared your last quarterly report. Do you report these loans as
an adjustment in your ED Form 799 for the next quarter?

v

Answer

Felix received a $700 disbursement on a new Federal Stafford Loan after the
current quarter began. However, he then changed his mind about attending
school, and the check was returned uncashed before the quarter ended. Is an
adjustment required?

Answer

Your institution agreed to pay the origination fee when it purchased a Federal
SLS Loan from another institution during the previous quarter. However, the
disbursement check issued by the other institution was not cashed within the
allowed 120 day period that ended during this quarter. Should you treat this
cancellation as an adjustment in your report for this quarter?

1

Answer

Janet received a $700 disbursement on her Federal Stafford Loan 14 months
ago. During the quarter that just ended, she took out a Consolidation Loan,
using the proceeds to repay this loan and her other student loans in full. Is
an adjustment required?

Answer

1I-9 89



Exercise 2 Answers

No. The origination fee on Roland’s loan was paid to ED when it was due.
Selling the loan in a subsequent quarter does not affect the fee.

Yes. Origination fees are to be paid to ED on all Federal PLUS Loans made on
or after 10/1/92. The error should be corrected by reporting an adjustment
this quarter.

No. The disbursement was made and the check was returned, both in the
same quarter. This loan should not be reported at all in Part II.

Yes. The loan was cancelled because the check was not cashed within 120
days, so no origination fee is due. Because the fee was paid in the previous
quarter, an adjustment should be reported for this quarter.

No. The Federal Stafford Loan was repaid more than 120 days after it was
made, so the earlier payment of the origination fee was correct.

1I-10
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5. REPORTING REQUIREMENT S FOR PART 11
Part Il of ED Form 799 is divided into six columns.

Column (A) is Loan Type. The entry will be TG for Federal
Stafford loans, TS for Federal SLS loans, TP for Federal PLUS
loans, TU for unsubsidized Stafford, or TC for Federal
Consolidation loans.

Column (B) is Fee Percent. The entry for origination fees will be
.05 .055, or .065 depending on what kind of loan is being
reported and when the loan was made. The fee percent for

Federal Stafford loans, except those made between 3/1/86and

9/30/86, and between 10/1/89 and 12/31/89, is .05. The fee
percent for Federal Stafford loans made between 3/1/86 and 9/
30/86,and between 10/1/89and 12/31/89,is .055. The entry
for Federal SLS and Federal PLUS loans made after 10/1/92 is
.05. The entry for unsubsidized Federal Stafford loans is .065
for loans made onor after 10/1/92. The fee percent for lender
loan fees is .005 for all FFEL loans after 10/1/93.

Column (C) is Fee Code. One of five different codes is used here
to identify why the loan activity is being reported. Each loan
should be grouped under only one fee code. The acceptable
codes are FN, FI, FD, FS, and FB.

FN-New loans made including those sold if you owe origination
fees.

FI-Net increase in loans made or bought, as reported for a
previous quarter if you owe fees.

FD-Net decrease in loans made or bought, as reported for a
previous quarter if the fees are to be credited to you.
FS-Loans made and sold, where purchaser owes origination
fees. ,

FB-Loans bought if you owe origination fees.

Beginning with the December 1993 quarter, there is a .5
percent lender loan fee that must be reported in Part II. The
acceptable codes are LN, LI, LD, LS, and LB.

LN-New loans made including those sold if you owe the
lender fees.

LI-Net increase in loans made or bought, as reported for a

previous quarter if you owe fees.
LD-Net decrease in loans made or bought, as reported for a
previous quarter if the fees are to be credited to you.

Loan type

Fee percent

Fee codes
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LS-Loans made and sold, where purchaser owes the Lender
fees. _

LB-Loans bought if you owe the Lender fees.

Column (D) is Loan “Int” Rate. This is the applicable interest
rate for the loan. The only applicable rates that have been used
recently for Stafford Loans are .07, .08, .09, .08/.10 and EVAR.
The rate in effect at the time a borrower's first Stafford Loan is
made continues to apply to subsequent loans unless all earlier
loans have been repaid in full. Use EVAR for Federal Stafford
and Unsubsidized Stafford variable rate loans, Federal PLUS,
and Federal SLS loans made on or after 10/1/92. These are the
only types of variable rate loans that can be reported on this
part of the form. .

. Column (E) is Principal Amount of Loans. This is the principal

amount of loan disbursements or adjustments that are being
reported this quarter.

Column (F) is Fee Due. This is the lender’s calculation of the
amount of fees due to or from ED, rounded to the nearest whole
dollar. ED also will calculate these amounts. The lender is not
required to complete this column.

Loan interest
rate

| Principal

amount

Fee due
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_. . _ Practice Exercise 3

Look at Exhibit III-1. It shows how Part II of ED Form 799 will look when it is
completed. Note that a different line is used for each combination of loan type, fee
percent, fee code and loan interest rate. You will learn how to prepare the entries
for Part II in a moment.

Examine this exhibit and the information in it carefully. Make sure you have seen
- each of the following. Check the box in front of each point when you have found
it in the exhibit:

D ‘the LID and PAGE have been filled in at the top.

the continuation box has not been checked because no continuation
pages were required.

D aseparatelineis used for each comblnatlon ofloan type fee percent,
fee code, and loan interest rate.

adjustments to fees that were reported in all prior quarters are
combined on one line if they have the same loan type, fee percent,
fee code, and loan interest rate.

=

all dollar values are rounded to the ﬁearest whole dollar amount.

D .

all percentages are entered in decimal form.

D * all amounts in the Fee Due column are entered as positive values
including those amounts due to the lender from ED.

w
0

Q : _
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4 ' Exhibit III-1 )

OMH No 1840 0024 lap Date: 1AM
L0 form /@D, 1/84 (470 version etill useable)

uo:3éz"H5- PAGE: -

l PART il: LOAN ORIGINATION AND LENDER LOAN FEES |

TG | .05 |FI | .09 3,118 156
TG|.055 | FL | .08 240 |13
TP | .05 | D | .07 600 30
TG | .05 | Fx |ogfio | g Luy 432
TG | .05 | FB |eg/io | : 132 L2
TG | .05 |Fs |.og/lo 33 17
TV |.065 | FN [EVAR | 1000 65
TP |.05 | FN |eEVAR 2000 |00

D Check hore if submitting additional pages for Part 1)

El{llC 14 g4
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6. IDENTIFY AND CODE NEW LOANS TO BE
REPORTED

Part 11 of ED Form 799 is used to report information on
disbursements of Federal Stafford, SLS, PLUS, and unsubsidized
Federal Stafford loans during the quarter that require payment
of an origination fee. Part Il also is used to report on loans made
previously if an adjustment in the amount of fee already paid is
required. Part Il is also used to report Lender Loan Fees. The
procedure for preparing Part II consists of nine steps. The first
two steps involve identifying which new loans or disbursements
are to be included in your report, and assigning a fee code to
each of these loans.

Step 1. Identify new loans to be reported in Part II.

The origination fee applies to disbursements of subsidized
Federal Stafford, unsubsidized Federal Stafford, SLS, and
PLUS loans made after October 1, 1992.

You must report on all of these loans if your institution made a
disbursement during the quarter, whether your institution sold
the loan to another institution during the quarter or retained it.
You also must report on loans that your institution purchased
during the quarter, if your institution agreed to pay the origination
fee on a disbursement made by the selling institution during the
quarter.

Do not include any loans if the fullamount disbursed during the
quarter also was returned during the quarter.

The lender loan fee applies to any FFEL program loans
disbursed after October 1, 1993.

You must report on all of these loans if your institution
made a disbursement during the quarter, whether your
institution sold the loan to another institution during the
quarter or retained it. You also must report on loans that
your institution purchased during the quarter, if your
institution agreed to pay the lender loan fee on a loan made
by the selling institution during the quarter.

Do not include any loans if the full amount disbursed during
the quarter also was returned during the quarter.

ED Form 799,
Part II

Identify new
loans
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Step 2. Code all new loans on which an origination fee
is due.

Each group of Federal Stafford, SLS, PLUS, and unsubsidized
Federal Stafford loans identified for reporting in Part Il must be
assigned a fee code. Three codes are used when disbursements
were made on the loan during the current quarter:

'FN for loan disbursements made by your institution
during the quarter, if your institution retained the
loan through the end of the quarter. Also use this code
if your institution has sold a loan during the quarter
on which it has agreed to pay the origination fee due
on the disbursement.

FS for loan disbursements made by your institution
during the quarter on loans that were sold by your
institution before the end of the quarter, if the
purchasinginstitution has agreed to pay the origination
fee due on the disbursement.

FB for loan disbursements made by the selling
institution during the quarter onloans bought by your
institution before the end of the quarter, if your
institution has agreed to pay the origination fee due on

the disbursement. Do not include loans purchased by |

your institution if the selling institution has agreed to
pay the origination fee. :

Step 3. Code all loans on which a lender loan fee is due.

The lender loan fee codes for loans made during the current
quarter are: - -

LN for loan disbursements made by your institution
during the quarter, if your institution retained the
loan through the end of the quarter. Also use this code
if your institution has sold a loan during the quarter
on which it has agreed to pay the lender loan fee.

LS for loan disbursements made by your institution

during the quarter on loans that were sold by your
- institution before the end of the quarter, if the

purchasing institution has agreed to pay the lender
‘loan fees. '

Code new loans ’

Fee Code FN

Fee Code FS

Fee Code FB

Fee Code LN

Fee Code LS

36

11-16




‘ LB for loan disbursements made by the selling Fee Code LB
institution during the quarter on loans bought by your
institution before the end of the quarter, if your
institution has agreed to pay the lender loan fee due
on the disbursement. Do not include loans purchased
by your institution if the selling institution has agreed
to pay the lender loan fee.

Q 97
EMC | - II-17




Practice Exercise 4

Look at Exhibit III-2. This is a posting of student loans that were in your
institution’s portfolio during the January 1, 1993 to March 31, 1993 quarter.

Inspect the information on each loan carefully. Identify the loans that should be
reported in Part II of the form you will prepare covering this quarter. Write the loan
numbers of the loans that must be reported on a separate sheet of paper. Then code
each of these loans by writing "FN, "FS", or "FB" next to the loan number as well
as the applicable loan type.

Whenyou have finished, check your answers with those given on the page following
the exhibit. .

Q. 111-18 98
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Exhibit III-2
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Exercise 4 Answers

You should have assigned a fee code to seven of these loans.

Loan Loan Fee ‘ Reason

Number Type Code - for Code
101 TG FN new loan
121 TP  FN new loan
125 TP | no disbursement this quarter /
136 TS | no disbursement this quarter
178 TG no disbursement this quarter
179 TU FN new loan
240 TG no disbursement this quarter
242 TG FS sold and buyer pays fee
248 TS FN neW loan
251 TG " no disbursement this quartér
254 TS no disbursement this quarter
258 TP FN  newloan
330 TU FN - new loan
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7. GROUP LOANS AND CALCULATE PRINCIPAL
AMOUNTS

Once you have identified and coded the loans to be included in
your quarterly report, you must group them and then calculate
the total principal amounts of the disbursements for each group
of loans.

Step 4. Group loans to be reported by loan type, fee
code, fee percent and interest rate.

You have to group all loans with disbursements during the

quarter that you will report in Part Il according to loan type, fee
code, fee percent and interest rate.

When borrowers receive additional Federal Stafford Loans
before completing repayments on their existing Federal Stafford
Loans, the interest rate for their new loans must be the same as
the rate for their existing loans. Thus, while some new Stafford
Loans have the 8%/10% interest rate in effect since July 1,
1988, other new loans may have interest rates of 7%, 8%, or 9%.
Loans made to new borrowers after October 1, 1992 will have
a variable interest rate.

The fee percent, used to determine the amount of the origination
fee, will be 5% for all new Federal Stafford, SLS, and PLUS loans.
Only those Federal Stafford Loans made on or after March 1,
1986, but before October 1, 1986, and loans made on or after
October 1, 1989, but before January 1, 1990, have a different
fee percent. The fee percent on these Federal Stafford Loans was

- 5.5%. The fee percent for unsubsidized Federal Stafford loans

6.5%.

The fee code tells ED whether or not your institution owes the
origination fee on those loans. You will owe the fee for loans

coded FN and FB. No fee will be due on loans coded FS because

the fee will be paid by the purchaser.

Group loans
for reporting
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Step 5. Calculate the total principal amount of current
quarter disbursements for the loans in each

group.

You must calculate the total principal amount disbursed
during the quarter for each group of loans with identical loan
types, fee codes, fee percents and interest rates. The principal
amount disbursed means the amount before any deductions
were made for the origination fee or the insurance premium. Do
notinclude in the principal amount any funds disbursed during
the quarter that also were repaid or returned during the
quarter. Report only the net amount.

For loans in groups coded FN, the total principal amount will be
the sum of all disbursements of these loans made by your
institution during the quarter. For loans in groups coded FS,
the total will be the sum of the disbursements made by your
institution during the current quarter, prior to the sale of the
loans. For loans in groups coded FB, the total will be the sum
of the disbursements made on these loans by the selling
institutions during the quarter, before you purchased them.

Calculate
principal
amount
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Practice Exercise 5

Exhibit III-3 shows ten loans from your institution's portfolio that are to be
included in Part II of the form you are preparing. '

Divide the loans into as many subgroups as necessary according to loan type, fee
code, fee percent and interest rate. Then, find the total principal balance of the
disbursements made during this quarter for each group. Be sure to adjust any
principal balances for disbursements made during the quarter that were repaid or
returned during the quarter.

Use a blank sheet of paper as a worksheet. Record the account numbers of the

. loans you put in each group.
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® | S Exercise 5 Answers

You should have divided these ten loans into seven subgroups based on fee code,
fee percent; and interest rate. Then you should have determined the net principal
amount of disbursements made on each loan during the quarter. Finally, you
‘should have added the net principal amounts to find a total for each group.

Your worksheet should look something like this. Check your answers carefully.

Group: TG-FN—.05—8% Group: TG-FS—.05—8/10%
244  $450 255  $260
$450 ' $260
Group: ‘TG-FB—.05—9% Group: TG-FB—.05—8/10%
250 $700 259  $500
- $700 $500
Group: TG-FN—.05—8/10%
243  $390
264 610
$1000 -
Group: TP-FN—.05—EVAR
' 256  $725
260 430
$1155
Group: TU-FN—.065—EVAR
237  $800 -
252 625
$1425
\‘1
HI-25
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8. IDENTIFY AND CALCULATE ANY REQUIRED

ADJUSTMENTS
Adjustments may be required in the amount of origination fees Adjustments
previously paid to ED. Adjustments must be made to correct to fees

errors or because disbursement amounts reported in the
preceding quarter were repaid or returned within 120 days, or
because the check was not cashed within 120 days.

Follow these steps to determine the amount of any adjustment
in orlgmatlon fee to be reported in Part II.

Step 6. Identify where origination fees were overstated Identify
or understated in prior quarterly reports and adjustments
code each discrepancy.

Some adjustments will apply only to a single loan, such as when
the principal amount of the disbursement was recorded
incorrectly. Other adjustments may apply to whole groups of
loans. Both types of adjustments should be identified. When
determining needed adjustments, do not include errors that
have no effect on the amount of origination fee that was due to
ED, such as categorizing a loan under the wrong interest rate
or loan type. Loans must be categorized by interest rate in Part
II so ED can make budget projections. It is not necessary to
correct these projections by requiring adjustments.

Afee code must be assigned to each group of discrepancies that
have the same loan type, fee percent, and interest rate. Two
codes are used to describe adjustments entered in Part II of the
form:

FI for adjustments that result in a net increase in the Fee Code FI
amount of origination fee due to ED, compared with
what was reported in a previous quarter.

FD for adjustments that result in a net decrease in the Fee Code FD
amount of origination fee due to ED compared with
what was reported in a previous quarter.

o I1I-26
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Step 7.

Identify where lender loan fees were overstated
or understated in prior quarterly reports and
code each discrepancy.

A fee code must be assigned to each group of discrepancies that
have the same loan type, fee percent, and interest rate. Two
codes are used to describe adjustments entered in.Part II of the

form:

Step 8.

Step 9.

LI for adjustments that result in a net increase in the
amount of lender loan fees due to ED, compared with
what was reported in a previous quarter.

LD for adjustments that result in a net decrease in the
amount of lender loan fees due to ED compared with
what was reported in a previous quarter.

Group é.djustments to be reported by loan type,
fee code, fee percent and interest rate.

Group discrepancies requiring adjustments according
to their loan type, fee code, fee percent and interest
rate. Do not form separate groups based on when
loans originally were reported. Instead, merge
adjustments from all prior quarters as long as they
have the same loan type, fee code, fee percent and
interest rate. Pay special attention to adjustments
correcting amounts reported for loans made in the
quarters ending March 31, 1986 through September
30, 1986 and quarter ending December 31, 1989
when the origination fee was 5.5%. These adjustments
must be kept separate from adjustments that have a
5% or 6.5% fee.

Group lender loan fee adjustments to be
reported by loan type, fee code, fee percent and
interest rate.

Group lenderloan fee adjustments just like origination
fee adjustments. Adjustments must be reported by
loan type, fee code, fee percent and interest rate.

Identify
Adjustments

Fee Code LI

Fee Code LD

Group
Adjustments

Group
Adjustments
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Step 10. Calculate the net change in principal amount Calculate .

i change in
for the adjustments in all groups. principal
Report only the net change in the principal amount for each amount
group of adjustments. That is, for each group, you must
calculate the difference between the principal amount you
reported earlier and the amount that you should have reported.

Then, find the total amount of adjustments for each group.

You then may combine groups of adjustments that have the
same fee percents and interest rates, and report the net result
on one line. Code the line FI if it represents an increase in the
origination fee due to ED, or FD if it represents a decrease.
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Practice Exercise 6

Here are four examples where an adjustment may have to be reported this quarter
on Part Il of ED Form 799 to correct the amount of origination fee paid by your
institution in previous quarters.

Begin by coding each examplé with a fee code of “FI" or "FD". Then, group the .
examples that have identical loan type, fee codes, fee percents and interest rates.
Finally, calculate the difference between the principal amount that was reported
earlier and the amount that you now know should have been reported. Use a
separate sheet of paper as a worksheet. The report you are preparing is for the
quarter ending December 1992. :

Loan A. A This 8%/ 10% Federal Stafford loan was made on December 30, 1989, but
was reported as a 5% origination fee instead of the 5.5% fee. The principal
amount dlsbursed was $800.

Loan B. This 8%/ 10% Federal Stafford loan was made, and $900 was disbursed,
on August 15, 1992. Although the loan should have been considered
cancelled 120 days later because the check was not cashed, thlS
adjustment was not made in your last quarterly report.

LoanC. This 8% Federal Stafford loan was made, and $350 was disbursed, on July
15, 1992. However, the borrower elected to repay this and his other
outstanding student loans in full on December 10, 1992.

Loan D. This 8%/ 10% Federal Stafford loan was purchased by your institution on
September 10, 1992. As agreed with the seller, your institution paid the
origination fee due on a disbursement of this loan made onJuly 30, 1992.

'However, you reported the principal amount as $460, the amount of the
disbursement check, rather than $500, the amount before deductions for
the origination fee and the insurance premium. '
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Exercise 6 Answers

You should have coded these loans as follows:

Loan A: FI & FD
Loan B: FD

Loan C: do not report, more than 120 days have elapsed
Loan D: FI ' '

The worksheet you prepared should look something like this:

Group: TG-FI—.05—8%/10%

D $40 (the difference between $460 and $500)
$40

Group: TG-FD—.05—8%/10%

A $800
B $900
$1700

Group: TG-FI --.055 8%/10%

A $800
$800

Ifyouwanted, you also could combine the .05, 8%/ 10% groups of adjustments
because they have the same fee percents and interest rates. The net difference
in principal amount would be $1700 less $40, or $1660. This result would be
reported with a fee code of FD.
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9.

COMPLETE PART II

When you have completed the steps described so far, you will
have about all of the information you need to complete Part II
" of ED Form 799. All that remains is to enter the information

onto the form and, if you want, to calculate the amount of |

origination fee due to ED.

Here is what you need to do when you fill in Part II:

Make sure your institution’s LID and the correct page
number are at the top of this part of the form, and that you
check the box at the bottom if you need to use continuation

pages.

You must use a separate line for each combination of loan
type. fee code, fee percent and interest rate.

You must complete Columns (A) through (E) for each line.
Completing Column (F) is optional.

Report percentages in decimal form.
Round all amounts to the nearest whole dollar.

Report all results as positive values. ED will use the fee
code to determine whether your institution owes any
origination or lender loan fees or is to receive credit for fees
paid in past quarters.

Always make two entries for loans for the current
quarter, one for origination fees and one for lender
fees, even if the principal amount of loans and fees due
are zero (S0). When this happens, use "TG" as loan type
and "FN'" or"LN" as the fee code. You can leave Columns
(B) and (D) blank or enter zeros in them.

Filling in
Part 11
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Step 11. Record the origination fee information you Record fee
prepared on each group of new loans and information
adjustments.on Part II.

For each group of loans having disbursements during the
quarter, record that group’s loan type, fee percent, fee code,
and loan interest rate in Columns (4), (B), (C), and (D). In
Column (E), enter the total principal amount of the
disbursements made on that group of loans during the
quarter. Remember to report the amount before any
deductions were taken from the disbursements.

For each group of adjustments, record that group’s loan type,
fee percent, fee code, and loan interest rate in Columns (A),
(B), (C)and (D). In Column (E), enter the difference between
the amount originally reported and the amount that should
be used to calculate the origination fee. Enter all of these
amounts as positive values regardless of the fee code. ED will
use the fee code to determine if additional amounts are due to

. ED or if some fee already paid should be credited to your
institution.

Step 12. Record the lender loan fee information you Record fee
prepared on each group of new loans and ~ information
adjustments on Part II.

Report lender loan fee adjustments like the origination fee
adjustments mentioned in Step 8.

Step 13. Calculate and record the origination fee . Calculate
amounts. fee due

ED will calculate the amount of origination fees due based on
the information you supply in Columns (A) through (E) of Part
II. If you want, you can calculate this amount for yourself and
record the results in Column (F). However, your calculation
may be only approximate because of rounding. ED will
calculate the amounts due to the nearest cent. This column
can be left blank if you wish.
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To calculate the entries for Column (F), multiply the fee
percent in Column (B) times the principal amount in Column
(E) for each line with a fee code of “FN”, “FB", “FI" or “FD". No

Origination Fee is due from your institution on lines with a fee

code of “FS” because the buyer will pay the fee. The ,
information on this line is for reporting purposes only. To find
the total fee due, add the amounts in Column (F) on lines with
a fee code of “FN", “FB" or “FI", and then subtract the
amounts in Column (F) on lines with a fee code of “FD".

Step 14. Calculate and record the lender loan fee
amounts. '

Calculate lender loan fees using the same method for
origination fees mentioned in Step 9.

Calculate

- fee due




Practice Exercise 7 A '

Here are the results from the last two practice exercises. Record this information
on the blank Part II in Exhibit III-4. Do not combine groups of adjustments for this
exercise. Then calculate the amount of the fee due for each line and enter the
results in Column (F). Finally, calculate the total amount of fees due to ED. Record
this amount on a blank sheet of paper.

Groups of loans with disbursements in the current quarter:

Group: TG-FN--.05--8%
244 $450
$450
Group: TG-FN—.05—9%
250 $700
$700
Group: TG-FN—.05—8/10%
243 $390
264 610
$1000
Group: TP-FN—.05—EVAR
256 $725
260 430
$1155
Group: TU-FN—.065—EVAR
237 $800
252 625
$1 425
Group: TG-FS—.05—8/10%
255 $260
$260
Group: TG-FB—.05—8/10%
259 $500
$500

Groups of loans with adjustments to previous quarters:

Group: TG-FI—.05—8%/10% . Group: v’PG—FI .055—8%/10%
D $40 A $800
’ $40 ' $800
Group: TG-Fl—.05—8%/10%
A $800
B $900
$1700
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® Exhibit 1I-4

OME No 1540 004 1ap Dats. 1AM
L0 form 700, 1/94 (4/50 version suitl useabls)

LID: £93?79 PAGE: 2.

. PART II: LOAN ORIGINATION AND LENDER LOAN FEES »

Loan Fee Feoe Loan Principal Fee
Type Percent Code Interest Rate Amount of Loans Oue
(A) (8) () (D) (3] (3]

D Check here if submitting additional pages for Part Il
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Exercise 7 Answers

Your completed Part II should look like the one shown in Exhibit III-5. Compare
your answers with those shown in the exhibit.

The total amount of fee due to ED is approximately $244, based on rounding
amounts before entering them in Column (F). (ED would actually deduct $243.88-
-because ED does not round the origination fee). The amounts in Column (F) on
lines with a fee code of “FN”, “FB" and “FI" are added together, and then the
amounts on lines with a fee code of “FD" are subtracted. The amounts on lines with
a fee code of “FS” are ignored when calculating the total.
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® [ Exhibit I11-5

OMY No * 1540 0034 .1 ap Uate: 1AM
l!) fTorm /88, 1/84 (4/80 version still useable)
LID: ig i 8 i PAGE: 2:
PART II: LOAN ORIGINATION AND LENDER LOAN FEES ‘
Fee
Type Percent Code interest Rate Amount of Loans Due
r) 8) ©) - (D) [(3] [(3]

16 | .05 | FN | .0% 450 22.50
TG | .05 | FN | .09 700 35.00
TG | .05 | FN |.oglio | 1,000 50.00
TP |.05 |FN |[eVAR]| 1,155 57.715
TU |.o65 | gN |EVAR | 1425 | 92.43

® T6 |.05 | FS |.o%fi0| 240 13. 00
|16 .05 | ¢B lo8lio| 500 25.00
TG |.05 |FTL logllo| 4o | 2.00

TG |.05 | FD |osl10 | 1700 $5.00
TG |.055 | F1 |.08/.10 §00 Y4, 00

D Check. here if submitting additional pages for Part il
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10. PART II INTERNAL ACCOUNTING AND
RECONCILIATION

New loan disbursements should be identified and traced in a
journal/ledger format. The information should be by-borrower
and contain the following information:

¢ Loan Type

e Gross loan disbursement

Disbursement date

Name/account number

Interest Rate
* Fee Amount

The fees should be deposited to a separate general ledger
account. It should be set up solely for the origination fees. Also,
it should be identified as a liability account. The fees should
then be transferred to income on a quarterly basis after they
have been offset by the 799 payment. Accounting for them in
this manner will leave only the current quarter's fees in the
account and provide an internal edit check for the lender.

Using the above format; the fees would then be reconciled in the
following manner. The total outstanding disbursements for the
quarter are multiplied by the applicable fee rate for the quarter.
This figure should prove to the balance in the G/L fee account.

Accounting

Reconciliation
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UNIT III SELF-TEST

You now have learned how to prepare Part Il of ED Form 799. The information you
provide in this part will allow ED to calculate the amount of origination fee, if any,
due on disbursements of FFEL Loans during the quarter, and the amount of any
adjustments to origination fees paid in previous quarters.

For this Self-Test, you will use the information contained in Exhibit III-7 to
complete a Part II for the First Student’s Bank. The report you are preparing covers
the fourth quarter of 1992, from October 1 through December 31. Although
completing Column (F) of Part II and determining the total amount of origination
fee due to ED for the quarter are optional steps, do them for this Self-Test.

Here is a summary of the steps required to complete Part II. Review them before
you begin. If you are not sure of any of them, go back and reread that section before
starting the Self-Test.

Step 1. Identify new loans to be reported in Part II.
Step 2. Code all new loans on which an origination fee is due. .

Step 3. Grouploans to be reported by loan type, fee code, fee percent and interest
rate.

Step 4. Calculate the total principal amount of current quarter disbursements
: for the loans in each group.

Step 5. Identify where origination fees were overstated or understated in prior
quarterly reports and code each discrepancy.

Step 6. Group adjustments to be reported by loan type, fee code, fee percent and
_ interest rate.

Step 7. Calculate the het change in principal amount for the adjustments in each
group.

Step 8. Record the origination fee information you prepared on each group of new
loans and adjustments on Part II.

Step 9. Calculate and record the origination fee amounts.

Use the blank Part Il shown in Exhibit III-6 to record your answers. When you have
finished, check your work using the Self-Test Answers.
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( Exhibit III-6 )

OMH No * 1840 V034 1 sp Date. IAG
LD torm 700, $/4 (480 version still useable)

LID: PAGE:

l PART Il: LOAN ORIGINATION AND LENDER LOAN FEES

Loan Fee Fee Loan Principal Fee
Type Percent Code Intorest Rate Amount of Loans Due
() (8) - (C) (0) () (3]

D Check here If submitting additional pages for Part I
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SELF-TEST ANSWERS

Your completed Part II of ED Form 799 should look like the one in Exhibit III-8.
Check your answers carefully.

There were four qualifying Federal Stafford Loans with disbursements during the
quarter. An adjustment is required for one loan, the loan to D. Travis. Because the
disbursement check was not cashed within 120 days on that loan, the fee paid in
the previous quarter can be recovered this quarter. The following groups of loans
should be reported:

Group: TU-FN—.065—EVAR
G. Brett $2000
A. Jones 3000
O. Henry 2750

$7,750
Group: TG-FN—.05—8%/10%
B. Ruth $1000
J. Joyce 1000

$2,000
Group: TP-FN—.05—EVAR
F. Scott $1.500

$1,500
Group: TS-FN—.05—EVAR <
A. Siddons $1.600

$1,600
Group:’ TG-FD—.05—8%/10%
D. Travis $1.000

$1,000

The amount of origination fee for each line is shown in Exhibit III-8. The total
amount of fees that will be due for the quarter is the sum of the fees due on
the four lines with a fee code of FN, minus the amount of fee on the line .
coded FD. This amount is $709.
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@ Exhibit IIL-8

OMU No * 1440 0034 | sp D,
P Date: 140
LD form /98, 1/84 (4/89 version stiil useable)

LID: 2? YOU3 pnce 2

‘ PART II: LOAN ORIGINATION AND LENDER LOAN FEES ,

Loan Fee Feoe Loan Principal Fee
Type Percent Code Interest Rate . Amount of Loans Due
(A) (B) © () (€) )

TU |.065| EN |EVAR | 7,750 504
TG | .05 |FN [08/10 | 2,000 | 100
7P | .05 | FN |EVAR | 1, 500 75
TS | .05 |FN |EVAR | [, LooO 0
TG | .05 |FD |.oslio | ! ooo 50

D Check here if submitting additional pages for Part il
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UNIT IV

ED FORM 799 PART III:
INTEREST BENEFITS

1. LOANS ELIGIBLE FOR INTEREST BENEFITS

ED pays the interest due for certain periods during the life of
subsidized Federal Stafford and FISL Loans. Borrowers are
determined eligible for subsidized loans by participating schools
based on financial information supplied by the student. A
borrower who submits an application to a lender for a Federal
Consolidation Loan on or after January 1, 1993 will be eligible
toreceive federal interest subsidies during periods of authorized
deferments. All other consolidation loan borrowers are not
eligible for interest subsidies. The lender requests interest
" benefits on Part III of ED Form 799. Interest benefits are
provided only while the borrower meets any of three
requirements: the borrower is still enrolled in school, during
the grace period, or during an authorized period of deferment.

Repayment of the principal on the loan also is postponed during -

these periods.

“The rules that determine when lenders receive interest benefits
on Federal Stafford, Federal Consolidation, and FISL Loans are
specified in applicable Federal regulations (34 CFR 682). The
following explanations will help you understand what the terms
mean, but the specific regulations should be consulted to
determine any individual borrower’s status.

m In-school status means the student currently is enrolled in
at least half-time study at a school participating in the
FFEL program, providing the student has never entered
the loan's repayment period. A loan may also qualify for
interest benefits after repayment has begun, if the student
receives an authorized "in-school" deferment.

m Grace period status usually means the 6 months
immediately after the student ceases to be enrolled in
school at least half-time. The allowable length of the grace
period may be up to 1 year on some older loans. Also. a
grace period sometimes is authorized following a deferment
for some borrowers with older loans.

Interest
Benefits

Qualifying
loans
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® Deferment status means the student, for any one of several
specific reasons, must be temporarily deferred by the
lender from making periodic repayments of the principal.
Interest benefits are paid by ED during deferments for
eligible Federal Stafford, Federal Consolidation (on or after
January 1, 1993), and FISL loans. Some examples of
allowable reasons for deferments include active dutyin the
armed forces, unemployment, and temporary total
disability.

Authorized deferments should not be confused with periods
when the student is in forbearance or in default. Forbearance
occurs when a lender permits the borrower or endorser to
reduce, or temporarily suspend, payments on a loan. Lenders
must grant forbearance to medical interns or residents whose
eligibility for deferment has expired. Default means a borrower
on a monthly repayment schedule is more than 180 days past
dueor, onaless frequent repayment schedule, is more than 240
days past due. ED does not pay interest benefits while the
borrower is in forbearance or default.

Unless an authorized deferment has been granted, interest
benefits on a Federal Stafford, Federal Consolidation, or FISL
loan end when:
* the grace period expires (regardless of whether or not
repayment arrangements have been made with the
borrower),

¢ the disbursement check is returned uncashed,

* 120 days after disbursement if the check has not been
cashed, : ‘

* the loan is discharged by bankruptcy.,

* the lender determines the borrower has died or become -

totally and permanently disabled, or
* the loan loses its guarantee or eligibility for reinsurance.

A Lender may not receive interest on a loan that is
disbursed by check for any period earlier than 10 days prior
to the first disbursement of the loan or earlier than 3 days
for loans disbursed by Electronic Funds Transfer (EFT).
Interest billed until the check is returned uncashed or not
cashed within 120 days must be refunded to the Department
via billing adjustment.

Non-
qualifying
loans
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Practice Exercise 1

It is important to establish which loans in your institution’s student loan portfolio
qualify for interest benefits from ED. Answer these questions about when loans
qualify for interest benefits.

A

Rebecca withdrew from school more than a year ago because of poor grades, but plans to
return to school eventually. Does her Federal Stafford Loan still qualify for interest benefits?

Answer

Charles received a deferment on his loan when he enlisted [or active duty in the Navy. Will
ED continue to pay interest benefits on his Federal Stafford Loan?

Answer

Douglas obtained both a Federal SLS and a subsidized Federal Stafford Loan to attend
college. Will ED pay interest benefits on both loans?

Answer

Marie began school two years ago with a Federal Stafford Loan, but has since received
scholarships that have made further loans unnecessary. Is her loan still eligible for interest
benefits? :

Answer

Howard was granted forbearance when he could not continue repayments on his Federal
Stafford Loan for three months following a layoff {rom work. Will ED pay the interest due to
the lender f{or this period?

Answer

Ann received a Federal Consolidation Loan on March 31, 1993. During periods of authorized
deferment, as a borrower, will she be eligible to receive federal interest subsidies?

Answer
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Exercise 1 Answers

No. Interest benefits would not be paid unless the student had continued in -
school at least half-time or was within the allowable grace period. ‘

Yes. ED pays the interest due on a subsidized Federal Stafford Loan while the
borrower is in an authorized period of deferment.

No. ED pays interest benefits on subsidized Federal Stafford and FISL Loans,
_but does not pay interest benefits on SLS Loans. '

Yes. Interest benefits can continue to be paid so long as the student is enrolled
at least half-time at a participating school, even if no further loans are
required. ' :

No. The interest charges on a loan during a period of forbearance continue to
be the borrower's responsibility.

Yes. A borrower who submits an application to a lender for a Federal
Consolidation Loan on or after January 1, 1993, will be eligible to receive
federal interest subsidies during periods of authorized deferments.
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2. CALCULATING INTEREST BENEFITS

Interest benefits must be calculated for ED Form 799 using the
average daily principal balance method. Determining interest
benefits using other methods, such as with ending or average
monthly or quarterly balances, is not permitted.

To determine the average daily principal balance for aloan, you
must first calculate the sum of the daily principal balances for
the quarter. This is the total of the principal balances on the
loan outstanding over each day of the quarter. Then you divide
the sum of the daily principal balances by the number of days
in the quarter to get the average daily principal balance. '

For example, suppose a loan that qualifies for interest benefits
had $300 outstanding for the first 30 days of aquarter and then,
because of an additional disbursement, had $600 outstanding
for the remaining 62 days in the quarter. First, find the sum of
the daily principal balances:

30 days times $300 equals $9.000
plus 62 days times $600 equals $37.200
$46.,200

This answer, $46,200, is the sum of the daily balances. You
then must divide this result by the number of days in the
quarter, or 92, to get the average daily principal balance for this
loan: $46,200 divided by 92 equals $502.17.

Be careful when you calculate the average daily principal
balance if there was a change during the quarter in the amount
of principal balance that qualifies for interest benefits. For
example, a new subsidized Federal Stafford Loan or a new
Federal Consolidation Loan disbursed on the last day of the
quarter would qualify for interest benefits for only one day
during the quarter. The average daily balance for that loan
would be the amount outstanding for the one day divided by
the full number of days in the quarter. Remember, the four
quarters have different numbers of days in them.
(See page IV-26 for number of days in each quarter).

Average Daily
Balance
Method
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Be careful, too, to count correctly when determining how many
days any principal balance was outstanding. The amount
outstanding as of the close of business is considered the
amount outstanding for the entire day. Thus, if you sold a
qualifying loan on the second day of a quarter, interest benefits
would apply to only one day’s principal balance during that
quarter.

The average daily balance is calculated for loan types at each
actual interest rate. For reporting interest benefits in Part III,
group loan types by each actual interest rate. For each group
of loan types and each actual interest rate, determine the sum
of the daily principal balances for the group, add these together
to get a total sum of daily principal balances for the group, and
then divide by the number of days in the quarter. A separate
entry is required for each loan type by each actual interest rate
for interest subsidies.

Here are four more examples of Federal Stafford Loans loan type
code TG. All of them have an actual interest rate of 8%, so they
all would be grouped together for purposes of calculating the
average daily principal balance. The calendar quarter covered
by these examples is from October 1 to December 31. There are
92 days in the fourth quarter of the year.

Loan A. This loan was issued and disbursed in an earlier
quarter and continued to qualify for interest benefits
throughout the quarter covered by this report. The
principal amount at the beginning of the quarter was
$3,000.

Loan B. This loan was issued and disbursed in an earlier
quarter. The loan did not qualify for interest benefits
for the entire quarter, however, because it went into
repayment on November 1. The principal amount at
the beginning of the quarter was $2,000.

Loan C. This loan was a qualifying Federal Stafford Loan
purchased by your institution, with interest benefits
accruing to your institution as of December 16. The
loan, for $2,500, continued to be eligible for interest
benefits through the end of the quarter.

Calculating
for groups of
loan types




Loan D. This loan was first disbursed in an earlier quarter, but
an additional disbursement of $800 was made on
October 10 of this quarter. The loan's principal balance
at the beginning of the quarter was $800. It remained
eligible for interest benefits throughout the quarter.

The calculation of the average daily principal balance for
determining interest benefits on these four loans is shown
below. Loan A is eligible for the full quarter, 92 days. Loan B

~ qualifies for interest benefits for only 31 days in October. Loan

C qualifies only for the period December 16 through December
31, or 16 days. Loan Drequires two calculations. The outstanding
principal balance was $800 for 9 days then $1.600 for the
remaining 83 days in the quarter.

Interest Number Principal Days x

Loan - Rate of Days Balance Balance
A .08 92 3.000. 276.000.
B .08 31 2,000. 62,000.
C .08 16 2,500. 40,000.
D .08 9 800. 7.200.
83 1,600. 132.800.

Sum of Daily Principal Balances 518,000.
Number of Days in Quarter ' 92
Average Daily Principal Balance 5,630.43

You may calculate the average daily principal balances this
way, by first calculating the sum of daily principal balances for

“each eligible loan for the quarter, then adding them together,

and then dividing by the number of days in the quarter.
Alternatively, you may add the outstanding daily balances
across all eligible loans in an interest rate group each day. and
then divide the total of these amounts by the number of days in
the quarter to determine the average daily principal balance.
Still another alternative is to calculate the average daily balance
separately for each qualifying loan, and then add these results
together to get a total average daily balance for the group of
loans. All three methods will produce the same result except for
rounding. Lenders are advised to maintain the average daily
balance at the borrower level for all their loans.

Alternative
calculations
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As will be explained later, you then can calculate the amount of
interest benefits due from ED. To determine this amount,
multiply the total average principal balance by the actual
interest rate. Then multiply the result by the number of days in
the quarter and, finally, divide by the actual number of days in

the year.

The actual accrual method is another method you can use to Actual
ccalculate the amount of interest benefits, if your institution Accrual
calculates interest this way on its qualifying loans. With this" Method

method, the annual interest rate is divided by the number of
days in the year. This daily interest rate is then multiplied by the
outstanding principal balance on the loan for each day in the
quarter. The resulting amounts are then totaled to determine
the amount of interest benefits due on the loan for the quarter.
If you use the actual accrual method, however, you must also
calculate the average daily principal balance.

You do not have to calculate the amount of interest benefits
yourself. ED will calculate the amount due to your institution
for the quarter covered by the ED Form 799 you submit.
However, you will have to calculate the amount of interest
benefits due your institution. or that must be paid to ED, that
result from adjustments to amounts claimed in previous
quarters. These calculations will be explained later in this Unit.
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Practice Exercise 2

Here is information on five loans. Read the information carefully and then
calculate the average daily principal balance using the blank worksheet shown
in Exhibit IV-1. Four are qualifying Federal Stafford loans with an actual interest )
rate of 8%. One is a qualifying Federal Consolidation loan with an actual interest
rate of9%. The period covered by this reportis the April 1 to June 30, 1993 quarter.
This quarter has 91 days. '

Loan E.

Loan F.

Loan H.

Loan I.

This loan was fully disbursed prior to this quarter. The principal amount
of the loan at the beginning of this quarter was $1,200. Your institution
sold this loan on April 6. -

This loan was made two years ago. The student now has graduated. and
the repayment period began on June 16 when the grace period expired.
The principal amount of the loan was $400 at the beginning of the
quarter.

. This loan was first disbursed in an earlier quarter, but an additional

disbursement of $1,000 was made on April 20. The student remained in
school full time through the last day of the semester, June 10. The
student plans to return to school in the fall. At the beginning of the
quarter, the principal balance was $800.

This loan was fully disbursed on March 15. The student has been enrolled
half-time since then. The principal amount of the loan at the beginning
of this quarter was $1,100.

This Consolidation loan was disbursed on April 9, 1993. The loan went
into authorized deferment on May 1, 1993. The principal amount of the
loan is $2,100.




4 Exhibit IV-1 )

Loan .
Type Loan Interest Number | Principal Days x

Code . Rate of Days Balance Balance

Sum of Dally Principal Balances

Number of Days In Quarter

Average Dally Principal Balance
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Exercise 2 Answers

Your worksheet should look like the one shown in Exhibit IV-2. If you did not
calculate the sum of the daily principal balances correctly, go over your work tofind
your error. Here are some points you may have overlooked.

On Loan E, interest benefits can be requested only for the period your
institution held the loan, from April 1 through April 5, or for 5 days. April 6
does not count because the principal balance at the close of that day was zero.

On Loan F, interest benefits cannot be requested beyond the date the grace
period ends, whether the student actually begins repayment on that date or
not. The loan is eligible for interest benefits from April 1 through June 15. This
is a total of 76 days: 30 in April, 31 in May, and 15 in June.

On Loan G, interest benefits would be paid on the beginning $800 balance for
the first 19 days, April 1- April 19. Interest benefits would be paid on both the
initial balance and the additional $1,000 disbursement beginning April 20-
June 30, for 72 days. A student is considered in-school over a summer break
if he or she returns to school at least half-time in the fall. If the student does
not return to school, the grace period would begin on June 10. In either case,
the loan continues to qualify for interest benefits.

On Loan H, interest benefits can be requested for the full 91 days in the
quarter. Half-time enrollment is sufficient for interest benefits.

On Loan I, interest benefits can be requested for the 61 days. Interest
subsidies can be paid on a Federal Consolidation Loan during authorized
deferment. Loan type code TC. '

There were 91 days in this quarter, so the sum of the daily principal balances
should be divided by 91 to give the average daily principal balance.

IV-11

137



Exhibit IV-2 )

'f“: Loan Interest | Number | Principal Days x
c{,%. Rate of Days | Balance Balance

T6 | E | .08 | 5 [1,200| { 000
T¢ | F 08 | 16 400 | 30,400
T6| G | .08 |19 | 00| 15 200
72 |l,§00 129, L00
08 [ 91 [L,100 100,100
.09 | ¢ 2,1001/28, 100

TG
TC

H (I

Sum of Dally Principal Balances M

Number of Days In Quarter 91

Average Dally Principal Balance _"’,4_4230
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3. REPORTING REGQUIREMENTS FOR PART III
Part III of ED Form 799 is divided into six columns.

Column (A) is Loan Type. This column inust be completed for
two types of loans; Federal Stafford (except unsubsidized
Stafford) and Federal Consolidation Loans. Loan type code is
TG for Federal Stafford (except unsubsidized Stafford) and TC
for Federal Consolidation.

Column (B) is Interest Rate. This is the a.tual interest rate of the
loan type and not the applicable, or maximum allowable, rate.
Part 111 is the only section of ED Form 799 that uses the actual
interest rate charged by the lender instead of the applicable
rate. The actual rate may not exceed the applicable rate. The
rate must be shown in decimal form up to four places.

Column (C) is Billing Code. One code, BC, designates loan types
for which interest benefits are being iequested for the quarter
covered by the report. The other two codes, Bl and BD, are used
to report the net amount of adjustments in interest benefits
claimed in previous quarters. In addition, EC designates loans
that are subject to the 1992 excess interest rule for the current
quarter. Two other codes, El and ED, are used to report the net
amount of adjustments in excess interest due ED for prior
quarters. '

Column (D) is Ending Principal Balance. This is the total
“balance outstanding of each loan type being reported on that
line as of the end of the quarter. Exclude loans that were sold,
that entered the repayment period, or that otherwise no longer
qualify for interest benefits at the end of the quarter.

Column (E) is Average Daily Principal Balance. This amount is
the sum of the outstanding balances of each loan type in each
- interest rate group on each day in the quarter divided by the
number of days in the quarter.

Column (F) is Interest Amount. This column must be completed
for loans with Billing Codes of Bl, BD, EI, or ED to indicate the
net amount of the adjustment in the interest benefits claimed
in previous quarters. This column may also be completed for
groups of loans with a Billing Code of BC or EC if you want to
‘determine how much interest is due from ED for the quarter. All
amounts in this column must be reported as dollar and cents.

Loan Type
Codes

Interest Rai:e :

Billing Code |

Ending

~ Principal

Balance

Average Daily
Principal
Balance

Interest
Amount




Practice Exercise 3 | o

Look at Exhibit IV-3. It shows a completed Part III of ED Form 799 based on a
92-day quarter. Column A is used to separate Federal Stafford Loans (TG) from
Federal Consolidation Loans (TC). Notice that a separate line is used for each
group of loans at each interest rate and each loan type that are coded BC,
indicating interest benefits due for the current quarter. Notice also that only one
line is used for all adjustmerits, regardless of the interest rates and/or loan type.
On lines coded BC, the last column may be completed or left blank. On a line
coded BI or BD, Columns (B), (D), and (E) are left blank.

Examine Exhibit IV-3 carefully. Look particularly at the following. Check the box
in front of each point after you have found it in the exhibit:
Q the LID and PAGE have been filled in at the top.

Q the continuation box at the bottom has not been checked because no
additional pages were required.

;] a separate line is used for groups of loans at each interest rate when the
code BC is in Column (C).

;] only one line is used to report the net of all adjustments: this line is
coded Bl or BD depending on whether the amount in Column (F) is owed
to your institution or to ED.

Q Columns (A), (B). (C). (D), and (E) must be completed on all lines with
a BC code: Column (F) may be completed or left blank.

a Columns (A), (C), and (F) must be completed for any line with a Bl or BD
code, but Columns (B}, (D), and (E) are left blank.

a all dollar values are rounded to the nearest whole dollar amount except
in Column (F) where amounts are reported as dollars and cents.

Q percentages are entered as decimal figures, up to four places.

Q an entry in Column (F) for a line coded BD is shown as a positive value
although it represents interest benefits your institution owes to ED. °

U For interest subsidies, a separate line is used to report each loan type:
Federal Staflord and Federal Consolidation Loans in Column (A) by
each actual interest rate.
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® [ Exhibit IV-3 )

UM N e UM bap e 1AM
s IOB 1AM |4AD vereien alill useable i

LID: 36 24!5 PAGE: 3

PART Il}: INTEREST BENEFITS
| Loan nterest Billing Ending Average Day 1 interest
Type Rate Code PrincipatBalance | Princy ipal Balance Armount
(A) 8 ) ©) €) ()

T16 07 | BC 1,100 1,100 /9- %1
TG | .08 | BL 20,900 20 538 Y14, /14
|16 | .09 | B 1,950 241 547
TG BD 3.29
Tc | .0f | 8L 54 453 50,408 [ 143.50
T6 BL . 749.00

D Crwch here it submitting additional pages for Parst il
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4. CODE AND GROUP QUALIFYING LOANS

Interest benefits may be requested only for Federal Stafford,
FISL, and Federal Consolidation Loans which qualify for interest
subsidies. Schools participating in the FFEL program determine
whether a student is eligible for a subsidized student loan based
on financial information provided by the student. ED will pay
the lender the interest due on these subsidized Federal Stafford

and FISL Loans while the student is in school, in grace, orin

a period of authorized deferment. ED will pay the lender the
interest due on Federal Consolidation Loans only during periods
of authorized deferments. Information on these loan types is
entered on Part III of ED Form 799 using Loan Type Codes TG
and TC in Column (A) and the Billing Code BC in Column (C).

Other Billing Codes that can be used for Part Il are BI and BD.
The code BI identifies adjustments to the amount of interest
benefits requested in previous quarterly reports that represent
an increase in the interest benefit payments due to the lender.
This can happen, for example, if a lender was late in adjusting
its records to show an additional disbursement on a Federal
Stafford Loan in the prior quarter, or if it mistakenly designated
a loan in forbearance when the borrower had been granted an
authorized deferment. '

The code BD identifies adjustments that will result in the lender
- refunding interest benefits because of overpayments received in
previous quarters. This might occur, for instance, if a borrower
completed school without notifying the lender and the grace
period had expired. In this instance, interest benefits may have
been claimed by the lender for periods when the loan did not
qualify for these benefits. There are also three Billing codes for

reporting excess interest. The code EC is used for the current .
quarter. Codes EI and ED are used for reporting adjustments |

to prior quarters.

After you have determined which loans are to be reported in Part
III, and under which Billing Code they fall, you must categorize
the loans with a billing code of BC into groups according to loan
type and interest rate. For Part III, you must use actual interest
rates, and not the applicable, or maximum allowable, interest
rates you use to group loans for other parts of ED Form 799.

Billing Code
BC

Billing Codes
BI and BD

Billing Codes
EC, EI, and
ED

Group BC
loans by
interest rates
and loan

types
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Interest rates should be specified as a decimal number, using
‘ up to four digits after the decimal point. An actual interest rate
of 8% would be recorded on the form as .08, and an interest rate
of 6.94% would be recorded as .0694. All loans coded BC and
that have the same loan type and interest rate should be
grouped together and reported on a single line in Part III.

Federal Stafford Loans on which the first disbursement is made
to new borrowers on or after October 1, 1992 have a variable
interest rate. Enter the actual numeric loan rate in Column B,
Part III for these loans. The applicable rate of interest is
determined on June 1 of each 12-month period and is equal to
the bond equivalent rate of 91-day Treasury bills auctioned at
the final auction held prior to June 1, plus 3.1 percent.

~ All adjustments coded BI are to be grouped together by loan Grouping
type and interest rate, regardless of which prior quarter the = adjustments
adjustment affects. Similarly, alladjustments coded BD are to ‘
be grouped together. You may calculate the net change in
interest benefits for these two groups of adjustments using the
- steps that will be described later in this Unit. In addition,

. adjustments for Excess Interest should be grouped by adjustment
type,whether EI or ED. These two groups may be reported on
one line, by calculating the net change between the two.

Here are the steps you will use to code and group loans and
adjustments for Part III.

t

Step 1. Identifyloan types that qualify forinterest benefits Identify
at any time during the quarter and code these ° qualifying
loans BC. ' _ loans by loan
types

Interest benefits are limited to Federal Stafford, FISL, and
Federal Consolidation Loans that qualify for the interest subsidy,
and only while the student is in school, in the grace period, or
in an authorized deferment period. Do not request interest
benefits except for Federal Stafford, FISL, or Federal
Consolidationloans. Do not request interest benefits beyond
the end of the expiration of the grace period, whether the
student actually has begun repayment or not, if there is no
period of authorized deferment.

Q IV-17
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Step 2. Identify any required adjustments in the amount
of interest benefits requested in previous quarters
and code these adjustments BI or BD.

Use the code BI for adjustments that will result in an increase
in the amount of interest benefits due from ED, and the code BD
for adjustments that will result in a decrease in the amount of
. interest benefits paid by ED.

Step 3. Group all loans coded BC according to their actual
interest rates and loan type.

Be sure to use the actual interest rate. This is the rate actually
charged and not the applicable, or maximum allowable, interest
rate for subsidized Federal Stafford, Consolidation, and FISL
Loans. Use 8% for loans that have an 8%/10% interest rate, if
this is the rate actually charged. The 10% rate does not take
effect until four years after repayment begins, when interest
benefits usually no longer apply. However, if a deferment is
authorized after the rate has been increased, the loan again
would qualify for interest benefits, but at the higher 10% rate.
The interest rate for Federal Consolidation loans is the greater
of 9% or the weighted average.

Step 4. Identify loan types that require excess interest
rebates at any time during the quarter and code
these loans EC.

Rebates are required on only Federal Stafford loans with fixed
7, 8,9, and 8/10% interest rates. Variable rate loans are not
subject to excess interest. (Refer to Dear Colleague Letter
93-L-160 for further guidance, or Dear Guaranty Agency
Directors Letter dated March 20, 1994.)

Step 5. Identify any required adjustments in the amount of
excess interest rebates reported in previous
quarters and code these adjustments EI or ED.

Use the code EI for adjustments that will result in an increase
in the amount of excess interest due to ED, and the code ED for

adjustments that will result in a decrease in the amount of .

excess interest due to ED.

Identify
adjustments

Group BC
loans by loan

type

Group EC
loans by loan

type

Identify
adjustments

fromas
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Practice Exercise 4

Look at the information on student loans in Exhibit IV-4. Todayis April 1, 1993,
and you are preparing your institution’s report for the January 1, 1993 through
March 31, 1993 quarter.

Review this information on current loans carefully. Then identify each current
loan by loan type that qualifies for interest benefits during the first quarter of
1993, assuming all borrowers were eligible to receive subsidized student loans.
Assign a BC code to all qualifying loans.

Next, review the information on adjustments. Code the adjustments that should
be made in your first quarter of 1993 report from the second quarter of 1990.

Finally, use a blank piece of paper as a worksheet to group loans. Group all BC
loans together that have the same interest rate and loan type. Group all Bl or BD
loans together regardless of their interest rate, but keep loan types separate.

The answers to this exercise are given on the page following the exhibit.

IV-19
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Exhibit IV-4 (Continued)
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Exercise 4 Answers

Four current loans do not qualify for interest benefits. Loan 156 is a Federal PLUS
Loan, Loan 163 is a Federal SLS Loan, and Loans 123 and 154 are in repayment.
Only the Federal Stafford, Federal Consolidation, and FISL Loans are eligible for
interest benefits. All of the remaining loans in Exhibit [V-4 should receive a BC
Billing Code. All were eligible for interest benefits at least for some part of the
quarter.

Only two of the three loans described under “May Need Adjustment” actually
should result in an adjustment to the amount of interest benefits requested
previously:

B Loan 126 was not eligible for interest benefits during the second quarter of
1990 because the deferment had expired and the loan should be in repayment.
An adjustment is required. This adjustment should be coded BD.

B Loan 132 should not receive an adjustment. Federal Stafford Loans in
repayment or in default are not eligible for interest benefits.

B Loan 155 qualified for interest benefits for the 30 days in the prior quarter
until it was sold on 7/01/90 because interest benefits are paid during periods
of deferment. This adjustment should be coded BI. Although repayments on
this loan had begun, the borrower’s deferment beginning 6/01/90 made the
loan eligible for interest benefits for the 30 days until it was sold on 7/01/90.

To complete this exercise, ydu should have divided the loans and adjustments to
be reported into the following groups:

TG-BC—9% Loans  TG-BC—8% Loans TG-BC—.0694%

114 142 189
148
150
161
Bl Adjustment TC-BC—.09% BD Adjustment
155 111 126
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5. FIND THE SUMS OF ENDING PRINCIPAL
BALANCES

Next, you have to determine the total of the ending principal
balances for the loans in each loan type and in each interest rate
group with a Billing Code of BC or EC. These ending balances
must be reported on Part III.

‘Step 6. Determine the sum of the ending principal balances

for each loan type in each interest rate group
coded BC or EC.

Include in the sum of ending principal balances only those
loans that qualify for interest benefits as of the close of business
on the last day of the quarter. Do not include loans that entered

the repayment period or were sold by you during the quarter,

even if you will receive interest benefits on them for part of the
quarter.

Determine

~ending
balances by

loan type and
interest rate




Practice Exercise 5

Go back to the loan information in Exhibit IV-4. Calculate the sum of ending
principal balances for each group of loans coded BC. Be careful to exclude loans
that qualified for interest benefits at some time during the quarter but did not
qualify at the end of the quarter. Use a blank sheet of paper as a worksheet.

IvV-24
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Exercise 5 Answers

Loan Type Code | Interest Rate | Sum of Ending
Code Group . Principal Balances
TG BC—.0694 350 |
TG BC—.08 4,530
TG BC—09 = 420
TC ‘ - BC—.09 1,500

If you made an error, try to identify what you did wrong. Be sure you noticed that
loans 123 and 154 entered repayment and therefore are not included when you
calculate the sum of ending principal balances. Aloan does not qualify for interest
benefits when it goes into repayment, unless the loan is in an authorized period
of deferment. . -
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6. FIND THE SUMS OF THE AVERAGE DAILY
PRINCIPAL BALANCES

The amount of interest benefits your institution will receive is
determined by the average daily principal balances for the loan
type in each interest rate group during the period each loan
type qualifies for interest benefits. You must calculate the
average daily principal balances even if your institution uses
the actual accrual method to determine the amount of interest
benefits due to it. '

Step 7. For each loan type, determine the principal
balances outstanding at any time during the quarter
that the loan qualified for interest benefits, and
the number of days the loan was at each balance.

Consider new disbursements, advance repayments, sales or
purchase dates, and the expiration of the grace period or a
period of authorized deferment. Also consider cancellations, the
return of an uncashed disbursement check, and the limit of 120
days on when a disbursement check must be cashed.

Step 8. Multiply the number of days the loan type was at
each balance by the amount of the balance, and
add these results to determine the sum of the daily
principal balances for each loan.-

Only one calculation will be required if the loan type qualified
for interest benefits for the entire quarter and there were no
changes in the loan’s principal balance during the quarter.

Step 9. Add the sums of daily balances together for all loan
types in each group, and then divide the result by
the number of days in the quarter to find the
average daily principal balance for the group.

Be sure to use the correct number of days for the quarter being
reported. The first quarter, ending March 31, usually has 90
days, but has 91 days in a leap year. The second quarter,
ending June 30, always has 91 days. The third and fourth
quarters, ending September 30 and December 31, always have
92 days each. After you complete your calculations, round the
results of this step to the nearest whole dollar for entry in
Column (E) of Part III. s

Daily balances
outstanding

Sum of daily
balances

Average daily
balance
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Practice Exercise 6

Calculate the average daily principal balance for each group of loans coded BC in
Exhibit [V-4. Calculate the amount for the quarter ending March 31, 1993.
There are 90 days in the January through March quarter. Round each result to
the nearest whole dollar. An average daily balance can be determined from an
outstanding amount for one(1) day.

Use a blank sheet of paper as a worksheet for your calculations. You can refer
back to Section 2 of this Unit and Exhibit [V-3 for a more detailed explanation on
how to calculate the average daily principal balance. The answers to this exercise
are on the next page.

R
i
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Exercise 6 Answers

Your worksheet should look like this:

Loan
Type Code

TG

TG
TG
TG

TG -

TC

TG

BC—9%
Outstanding  Number of Balance x
. Balance Days No. Days
$420. 20 $37.,800.

Sum of Daily Principal Balances
Number of Days in Quarter

Average Daily Principal Balance

BC—8%

1,760. 90 158,400.
960. 90 86,400.
1,000. 90 90.,000.
810. 90 72,900.

Sum of Daily Principal Balances
Number of Days in Quarter
Average Daily Principal Balance

- BC—9%

1500. 90 ,
Sum of Daily Principal Balances
Number of Days in Quarter
Average Daily Principal Balance

BC—.0694
350. 90

Sum of Daily Principal Balances
Number of Days in Quarter
Average Daily Principal Balance

31,500.

Sum of Daily
Balances

$37,800.
$37.800.

90
$420.00

$158,400.
86,400
90,000.
72.900
$407,700.
90
$4,530.00

135.000.

$135,000.
90
$1,500.

$31,500.
90
$350.
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7. CALCULATE INTEREST BENEFITS
AND ADJUSTMENTS

ED can calculate the amount of interest benefits due to your
institution for loans reported with a Billing Code of BC. This
calculation will be based on the average daily principal balance
you report for each loan type and each interest rate group.

You may, however, calculate the amount of interest benefits for
yourself. You do this automatically when you use the actual
accrual method. If you do use the actual accrual method, you
must use this formula:

Daily Actual Days in Interest '
Principal x Interest x Quarter at = Benefits Due
Balance . Rate that Balance for those Days

Number of Days in Year

You,inust then add the interest benefits calcul‘ated for each loan
type. interest rate, and billing code to get the total interest due
for the quarter for that group of loans.

When you use the actual accrual method, be sure of the
following: ‘ ‘

B interest benefits are requested only during the period the
loan gualifies for these benefits;

B theinterestrate used is the actual, not the applicable rate:

B the number of days in the year is 365, except in leap years
when it is 366. Regulations also allow you to use 365.25
days in the year provided you do so for four consecutive
years.

You also can calculate the amount due when you use the
average daily principal balance method. Thismethod is described
in Step 8 on the next page.

IvV-29
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Ifyou calculate the amount of interest benefits due, and record Amount of
these amounts in Column (F), ED will compare them with the interest ‘
average daily balances reported in Column (E). If they correspond, benefits

ED will pay the amounts in Column (F). If they do not, except

for discrepancies due to rounding, ED will return the form for

correction.

Step 10.Calculate the amount of interest benefits by
multiplying the average daily balance times the
interest rate times the number of days in the
quarter, and dividing the result by the number of
days in the year.

For example, if the average daily balance for a loan type is
$3,000, the actual interest rate on this type of loan is 8%, and
there were 92 days in the quarter for a 365-day year, the
calculation would be:

- $3.000 x .08 x 92 = Interest Benefits Due
365

Theresult, for this example, is $60.49. This is the only calculation
you report on ED Form 799 to the nearest cent. Do not round
the amount of interest benefits due to the nearest whole dollar.

Although calculating the amount of interest benefits due on
loans with a BC Billing Code is optional, you must calculate the
change in the amount of interest benefits that results from
adjustments to amounts reported in prior quarters.
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Step 11.For each adjustment to be reported in Part III,
calculate the difference between the amount of
interest benefits that was reported previously and
the amount that should have been reported.

Calculate each adjustment separately unless the adjustment
applies to a group of loans that all have the same interest rate.
Begin by calculating the average daily balance and the amount
of interest benefits for each adjustment as it was calculated for
the earlier quarter. Then, repeat the calculation, using the
corrected principal balance, number of days at each balance,
and interest rates. Finally, find the difference between the
original calculation and the correct one in the amount of
interest benefits due.

For example, suppose you had failed torequest all of the interest
benefits due on a qualifying loan in an earlier quarter because
you neglected to include an additional disbursement made on
the loan during that quarter. Suppose, also, that the principal
balance at the beginning of the quarter was $800, that the
additional disbursement made 20 days before the end of the
quarter was for $600, that the actual interest rate is 8%, and
that there were 92 days in the quarter. These are the calculations
you would make to find the additional amount due from ED.

Original Calculation:

Amount of
adjustments

Calculating -
differences
for
adjustments

$800 x 92 days = $73.600.
Sum of Daily Principal Balances $73,600.
Number of Days in Quarter 92
Average Daily Principal Balance $800.
$800 x .08 x 92 = $16.13
365
IV-31
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Corrected Calculation:

$800 x 72 days = $57,600.

$1400 x 20 days = $28.000.

Sum of Daily Principal Balances $85,600.

Number of Days in Quarter 92

Average Daily Principali Balance $930.43

$930 x .08 x 92 = $18.75
365

Difference in Interest Benefits:
$18.75 - $16.13.

$2.62

You may have noticed thata shortcut is possible. Ifyou multiply
the differences in daily principal balances by the interest rate
and number of days in the quarter then divide the result by the
number of days in the year, you will get the amount of interest
benefits. You can use the shortcut to calculate adjustments
because you do not need to include the average daily principal
balance when you report adjustments in Part IIL.

You may report Bl and BD adjustments separately, or combine Combining
them and report only the net result of all adjustments to the adjustments
amount of interest benefits received in prior quarters. One

adjustment may increase the amount due to the lender while

another may decrease it. When this happens, you may subtract

one amount from the other, and report only the net result. If the

net result is that ED owes additional interest benefits, report

thatamount onaline coded BI. Ifthe net resultis that the lender

owes an amount to ED, the line should be coded BD. Several

adjustments that all increase or decrease the amount of interest

benefits similarly should be combined. Combine adjustments

across all past quarters as well.

Refer to Dear Colleague Letter 93-L-160 and Dear Guaranty
Agency -Directors Letter dated March 30, 1994, for detailed
instructions on calculating and reporting rebates of excess
interest.

Q IvV-32
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Practice Exercise 7

Calculate the amount of adjustment due to or from ED for the following two loans
and code each amount BI or BD. These are two of the loans that were in Practice
Exercise 4. The quarter covered by the adjustments is in 1990 for both loans, so
the year has 365 days. These adjustments will be included in your report covering
the first quarter of 1993. After you have completed the amount of each adjustment,
combine them into a net result. Label the result Bl or BD, depending on whether
the amount is due to or from ED.

Loan 126

@ loanlss

Federal STAF -Made 10/10/83

This loan, with an interest rate of 8%, was purchased from another
lender on 5/01/90. Interest benefits were requested from ED for 61
days in the second quarter of 1990, but the borrower’s deferment had
expired on 2/28/90. Purchaser has to calculate interest from date
the deferment expired. The principal balance on 3/01/90 was
$1,700. : '

3

Federal STAF Made 9/01/86

This loan, with an interest rate of 8%, was thought to be ineligible for
interest benefits during the second quarter of 1990 because the grace

period ended and repayments began on 12/20/89. However, the

borrower re-enrolled in school full-time, and received a requested
deferment beginning 6/01/90 when the remaining principal balance
was $800. The loan, therefore, was eligible for interest benefits for
part of the second quarter of 1990. This loan was sold to another
institution on 7/01/90.
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Exercise 7 Answers

Loan 126: $1,700 x 122 days = $207,400 x .08 = $16.592 / 365 = $45.46
This amount is due ED; and should be coded BD.

Loan 155: $800 x 30 days = $24,000 x .08 = $1,920 /.365 = $5.26.
This amount is due the lender, and should be coded BI.

The combined net result of both adjustments is: $45.46 - $5.26 = $40.20

This amount should be coded BD.

IV-34
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8.

COMPLETE PART III

Now that all of the calculations have been completed, the
results must be transcribed to Part III of ED Form 799. As you
fill in Part III, pay attention to the following.

Make sure your institution’s LID and the correct page
number are entered at the top of this part of the form, and
check the box at the bottom if you need to use continuation
pages for Part III.

For loans with a Billing Code of BC, use a separate line for
each loan type in each interest rate group.

For each loan type and interest rate coded BC, complete
columns (A) through (E); you may leave column (F) blank
or enter the amount of interest benefits due.

For lines with adjustments coded BI or BD, complete
columns (A), (C), and (F) only, leaving columns (B), (D), and
(E) blank.

Round all results to the nearest whole dollar except those
in column (F); interest benefits must be reported to the
nearest cent. ’

Report all results as positive values. ED will use the Billing
Code to determine whether your institution owes or should
receive interest benefits because of adjustments.

You must complete one line reporting on the current
quarter even if no interest benefits are due from ED. When
this happens, use "TG" as loan type, "BC" as the billing
code, and put zeros in Columns (D), (E), and (F). You can
leave Columns (A) and (B) blank or enter zeros.

Step 12. Record the results of your interest benefit and

‘adjustment calculations on Part III.

Filling in
Part III

Record
interest
benefit
information

V35163



Practice Exercise 8

Transcribe the results from Practice Exercises 5, 6 and 7 on to the blank Part III
of ED Form 799 in Exhibit IV-5. Calculate the amount of interest benefits for each
line. There are 90 days in the quarter being reported.

164
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Exercise 8 Answers

Your completed Part III should look like the one shown in Exhibit IV-6. Check
your answers carefully to make sure everything is in its proper place. The order
of the lines of entries for Part III is not important. Your lines can be in any order
so long as all of them are there. :

The results for both adjustments were combined to show only the net result. It
was coded BD to indicate it is an amount your institution owes to ED.
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UNIT IV SELF-TEST

You have practiced all of the steps required to calculate interest benefits and
adjustments to complete Part I1I of ED Form 799. Often, most of the calculations
will have been processed for you by a computer. By working through all of the steps
by hand, however, you now have a working knowledge of what goes into each entry
you will make on the form.

For the Self-Test, turn to the loan portfolio for the First Student’s Bank shown in
Exhibit IV-7. Do all the calculations necessary for Part IIl and then transcribe the
results to the blank Part I1I in Exhibit IV-8. The period covered by this report is the
fourth quarter of 1992, from October 1 through December 31. There are 92 days
in the quarter. ' '

Remember that Federal Stafford Loans issued to new borrowers, those with no
prior balances outstanding on July 1, 1988, have an interest rate of 8%/10%. '
The interest rate on these loans is generally 8% for purposes of calculating
interest benefits because the repayment period has not yet begun. It will be 10%
only during an authorized deferment occuring, beginning in the fifth year and
later after the repayment period began. '

Variable interest rates apply to any Federal Stafford Loan (subsidized or
unsubsidized) for which the first disbursement is made on or after October 1,
1992, for a borrower who has no outstanding balance of principal or interest on
any FFEL loan, on the date the promissory note is signed. The applicable rate of
interest is determined on June 1 of each 12-month period and is equal to the bond
equivalent rate of 91-day Treasury bill auctioned at the final auction held prior to. ..
June 1, plus 3.1 percent. The applicable interest rate may not exceed 9 percent. -
Aborrower who submits an application to a lender for a Federal Consolidation Loan
on or after January 1, 1993, will be eligible to receive federal interest subsidies
during periods of authorized deferments.

Here is a summary of the steps for completing Part III:

Step 1. Identify the loans eligible for interest benefits at any time during the
quarter and code these loans BC.

Step 2. Identify adjustments to interest benefits amounts, and code BI or BD.

Step 3. Groupallloans coded BC according to their loan type and the same actual
interest rates.

Step 4. Identifyloan types that require excess interest rebates at any time during
the quarter and code these loans EC.

N-40 < 6 8
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Step 5.

Step 6.

Step 7.
Step 8.

Step 9.

Identify any required adjustments in the amount of excess interest
rebates reported in previous quarters and code these adjustments El or
ED by loan type. ' '

Determine the sum of the ending principal balances for the loans in each
loan type and interest rate group coded BC or EC.

For each loan type and interest rate, determine the principal balances

outstanding at any time during the quarter that the loan qualified for

interest benefits, and the number of days the loan was at each balance.

Multiply the number of days the loan was at each balance by the amount
of the balance, and add these results to determine the sum of the daily
principal balances for each loan. '

Add the sums of daily balances together for loan types with the same

“actual interest rate, and then divide the result by the number of days in

Step 10.
Step 11.

Step 12.

the quarter to find the average daily balance.

Calculate the amount of interest benefits by multiplying the average daily
balance times the interest rate times the number of days in the quarter,
and dividing the result by the number of days in the year. '

For each adjustment to be reported in Part III, calculate the difference
between the amount of interest benefits reported previously and the
amount that should have been reported.

Record the results of your interest benefit and adjustment calculations
on Part III

When you have finished, check your answers with those in Exhibit IV-9. Then,
if you made any mistakes, look at the calculations in Exhibit IV-10 to see how
the entries for Part III were calculated.
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® "~ Exhibit IV-10

TU-BC Loans at EVAR:

Ending Outstanding Number Sum of Daily
Name  Balance Balances of Days Balances
G. Brett 2,000. 2,000. 92 184,000.
-A.Jones 3,000. 3,000 63 189,000.
O.Henry  2,750. 2,750 47 129,250,
502,250
Average Daily Balance 5,459.

TG-BC Loans at 8%:

Ending Outstanding Number Sum of Daily
Name Balance ' Balances of Days Balances
B. Ruth 3,000. 3,000. 65 195,000.
‘ 4,000. 4,000. 27 108,000.
: J. Joyce 5,000. 5,000. 50 250,000.
6,000. . 6,000. 42 252,000.
T. Elliot 3,500. 3,500. 92 322,000.
B. of Loans 0. 25,000. T 43 1,075,000,
' 2,202,000.
Average Daily Balance 23,935.
BD Loan Adjustments:

Outstanding Number Balance Interest Sum x Daysin  Adjust
Name Balance of Days xDays Rate Rate Year Amount

D. Travis  1,000. 1 1,000. 08 80 366 $0.22
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UNIT V

ED FORM 799 PART IV:
SPECIAL ALLOWANCE

1. LOANS QUALIFYING FOR
SPECIAL ALLOWANCE

Lenders are entitled to payments of a special allowance on
almost all of their FFEL program loans. The only loans that do
not qualify for special allowance are Federal Stafford loans and
FISL loans made between October 1, 1981, and September 30,
1992 to borrowers not eligible for interest benefits because of
insufficient financial need and loans more than 270 days past
due if a claim has not been filed. Also, loans made using tax-
exempt funds qualify for a reduced special allowance. If you are
in doubt as to whether an individual loan qualifies for the
special allowance, contact your ED Regional Office.

The special allowance supplements the interest alender receives
on an outstanding student loan. This makes it pessible to
borrow funds for educational purposes at lower than market
rates. The amount of special allowance due to the lender on a
loan is determined each quarter by ED based on the average 91
day T-Bill rate for the quarter. However, the way. special
allowance is calculated has changed periodically, $o loans
made on different dates are treated somewhat differently. ED
will calculate the amount of special allowance the lender will
receive.

All five types of loans: subsidized and unsubsidized Federal
Staffords, FISL loans, Federal PLUS, Federal SLS, and Federal
Consolidation loans, are eligible for special allowance. It applies
during the life of qualifying loans. The special allowance ends
when the loan is fully repaid, when the disbursement check is
returned uncashed, or fails to clear within 120 days. when a
claim is filed 60 days after default for the loan and is paid by the
guarantee agency, or when the loan no longer qualifies for
reinsurance. Also, special allowance is limited to 90 days after
the claim was filed with the guarantee agency or the claim
payment date, whichever occurs first, provided the claim is filed
by the 240th day of deliquency.

Loans that
qualify

ED calculates
the amount

Applies
during life
of loan




Eligibility also ends retroactively on the date a lender acted, or
failed to act, in a way that caused the guarantee on the loan to
be voided or on an unconsummated loan disbursed after
October 1, 1992.

‘"The Special allowance ends the 30th day after the date the
guarantee agency returns a claim for loss on the loan to the
lender due solely to inadequate documentation unless the
lender provides the required documentation, prior to the 30th
day.

Special allowance billed until the check is returned uncashed
or not cashed within 120 days must be refunded to the
Department via billing adjustment.




Practice Exercise 1

Most of the Federal Family Education Loan programs loans in your institution’s
portfolio will be eligible for special allowance. Read the followmg examples, and
decide whether the loan is ehglble

A.

Mark graduated from school more than a year ago. In order to reduce the size
of his monthly payments, his two Federal Stafford Loans and his Federal SLS
Loan were combined into a Federal Consohdatlon Loan. Is his newloan eligible
for special allowance’?

Answer

Sarah received a Federal Stafford Loan. At the same time, her parents also
took out a Federal PLUS loan to help her meet her school expenses. Do both
loans qualify for special allowance?

4

Answer . ' .

George obtained a Federal Stafford Loan so he could complete his education.
The loan entered the repayment period over a year ago, but George has not yet
made any repayments. No claim has been filed yet. Is this loan still eligible for
special allowance?

Answer

Deborah took out a Federal Stafford Loan, but decided to leave school. She
then made all of her scheduled repayments. Last year, however, she received
a deferment when she returned to school full-time. As aresult, part of the loan
is still outstanding. Does this loan qualify for special allowance? '

Answer -

Check your decisions with the answers on the following page.




Exercise 1 Answers

Yes. Federal Consolidation Loans as well as other FFEL program loans are
eligible for special allowance during the repayment period.

Yes. Special allowance applies to Federal PLUS Loans made to parents as well
as to loans made to students themselves.

No. The loan has been in default for more than 90 days without a claim being
filed, so it is not eligible for special allowance. In most cases, this loan would
have to be removed earlier than day 270 because of the lender's failure to
follow due diligence requirements.

Yes. The loan is eligible for special allowance while the student is in an
authorized deferment.
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2. INFORMATION NEEDED TO RECEIVE
SPECIAL ALLOWANCE

The special allowance is intended to compensate lenders who
offer FFEL program loans at lower than prevailing interest
rates. Three factors are used to determine the amount of the
special allowance the lender will receive for any particular loan.

® Applicable interest rate. Different typesof studentloans,
and loans made at different times, carry different applicable
interest rates. These rates generally remain the same for
the full life of the loan. The principal exceptions are the
Federal Stafford loans with an interest rate that increases
from 8% to 10% after the first 4 years of the repayment
period, Federal PLUS and Federal SLSloans with a variable
interest rate that changes each year, and unsubsidized
Federal Stafford loans made after 10/1/92 with a variable
interest rate.

® When the loan was made. The way the amount of special
allowance is calculated has changed several times since
the FFEL program began. On any particular loan, the
formula in effect at the time the loan was made continues
to apply to that loan so long as it is outstanding.

® The quarter for which special allowance is requested. The
amount of special allowance is adjusted quarterly by ED

based on the average 91-day T-Bill interest rate during the
quarter. Thus. the amount of special allowance can change
from one quarter to the next.

ED will calculate the amount of special allowance due to your
institution based on the information you provide on Part IV of
ED Form 799. The amount will be correct only if you have coded
every student loan accurately.

Not all eligible loans will receive special allowance in any
particular quarter. Loans made at higher interest rates will
receive special allowance only when the average 91-day T-Bill
interest rate during a -quarter also is high.

Although you do not have to calculate the amount of special
allowance yourself, knowing how it is done may help you
understand the reporting requirements for Part IV.

Factors
affecting
special
allowance

Amount
changes by
quarter
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Here is one example. For qualifying loans made on or after
November 16, 1986, the formula for calculating the quarterly
rate of special allowance is:

average _

91-day applicable

T-Bill minus  interest plus 3.25% times 1
interest rate 4
rate

Here is how to calculate the rate of the special allowance due on
an 8% Federal Stafford Loan for a quarter when the average T-
Bill rate was 7.253%:

0725 - .08 +.0325x 1 = .00625
4 .

'Now, to find the amount due, you have to multiply' this rate
times the loan’s average daily principal balance for the quarter.
Suppose it was $1,400:

.00625 x $1,400 = $8.75

This is the amount of special allowance due on this loan for the
quarter.

How amount
is calculated
by ED




Practice Exercise 2

Try calculating the amount of special allowance due for another example.
Suppose your institution holds a 12% Federal SLS Loan issued on January 1,
1987. The average daily balance, reflecting repayments, was $400 for the quarter
that just ended. Calculate the special allowance rate and then calculate the
amount of special allowance due to the lender for the quarter. Assume that,
because the issue dates are the same, the same formula used in the previous
example applies to thisloan. Suppose also that the average 91 dayT -Bill interest
rate was 8.8% for the quarter

Check your answer against the one given on the next page.




Exercise 2 Answers

$0.05. The amount due on this loan is five cents:

.088 minus .12 plus .0325 times 1 equals .000125
4

.000125 times $400 equals .05, or five cents.

If the average T-Bill rate for the quarter were any lower, the special allowance
interest rate would be a negative number. When that happens, the amount of
special allowance stays at zero.




3. REPORTING REQUIREMENTS FOR PART IV
/
Part IV of ED Form 799 is divided into nine columns.

Column (A) is Calendar Year. These are the last two digits of the
current year, such as 93 or 94, if you are reporting special
allowance information'for the current quarter. To report an
adjustment to information from an earlier quarter, use the last
two digits of the year for that earlier quarter.

Column (B) is Quarter Code. This isa 1, 2, 3, or 4 for the first,
second, third, or fourth quarter of the calendar year. Except
when adjustments are being reported, the Quarter Code will be
for the quarter just ended.

Column (C] is Special Allowance Category. A code is used in this
column_to identify when the loan was first made or, in some
cases, when enrollment began. You will learn how to code loans
by Special Allowance Category in the next section of this Unit.

Column (D) is Loan Type. The code TG is used for subsidized
Federal Stafford and FISL loans; the code TP is used for Federal
PLUS and Federal PLUS (Parent) loans; the code TS is used for
Federal SLS, Federal PLUS (Student), and ALAS loans; and the
code TC is used for Consolidation loans. The code TU is used
for unsubsidized Federal Stafford loans.

Column (E} is Interest Rate. This is the applicable, or allowable,
interest rate for the loan. The applicable interest rate depends
on the type of loan and when it was made. For variable rate
loans, use "EVAR" for Federal Stafford and unsubsidized
Stafford loans made to new borrowers on or after 10/1/92, and
for Federal PLUS and Federal SLS loans made on or after
10/1/92; "CVAR" for Federal PLUS and Federal SLS loans
made in 1986-7 where the interest rate changes each January
1; and "VAR" for all others. For Federal Stafford loans with an
8%/10% interest rate, the rate in effect at the end of the quarter
being reported is used.

Column (F) is Billing Code. The code BC is used to identify
information concerning special allowance for the quarter
currently being reported. The codes BI and BD designate
information concerning adjustments that will increase or
decrease the amount of special allowance due from prior
quarters.

Calendar Year

Quarter Code

Special
Allowance
Category

Loan Type

Interest Rate

Billing Code
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Column (G]) is Ending Principal Balance. This is the sum of the
outstanding principal balances for loans being reported on that
line as of close of business on the last day of the quarter. This
column is left blank when the Billing Code is BI or BD.

Column (H) is Average Daily Principal Balance. The principal
balances outstanding on each day of the quarter are added
together for each loan being reported on that line, the results are
added together to give a total for all loans included on that line,
and this amount is divided by the number of days in the quarter.
This column is completed only when the Billing Code is BC.

Column (]) is used to report Adjustments for the Difference in
Average Daily Principal Balances. This is the difference between
the average daily principal balance reported previously and the
correct average. This column is used only if the Billing Code is
BI or BD.

Ending
Principal
Balance

Average
Daily
Principal
Balance

Adjustments
to prior -
reports
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Look af Exhibit V-1.

Practice Exercise 3

It illustrates how Part IV of ED Form 799 should look after

it is completed. This report covers the first quarter of 1993. Note that a.different
line is used for each combination of entries in Column (A) through Column (F).
Note also that all columns except Column () are completed when the Billing Code
is BC. When the Billing Code is BI or BD, Column (I) is completed but Columns
(G) and (H) are left blank. .

As you look at Exhibit V-1, pay attention to each of the following. Check the box
in front of each point after you have found it in the Exhibit.

L

o0 00000 000

- the LID and PAGE have been filled in at the top

the continuation box at the bottom has not been checked bécause
- no additional pages were required

the entries in Columns (A) and (B) always indicate the quarter
currently being reported and are always the same when the
Billing Code is BC

separate lines are used for each combination of entries in
Columns (C) through (E) when the Billing Code is BC

the entries in Columns (A) and (B) never indicate the quarter
currently bemg reported when the Billing Code is BI or BD

separate hnes are used for each combination of entries in
Columns (A) through (E) when the Billing Code is BI or BD.

when the Billing Code is BC, all columns except Column (I) are
completed

when the billing code is Bl or BD, all columns except Columns (G)
and (H) are completed

all dollar values are rounded to the,nearest whole dollar amount

interest rates are entered as decimal figures, except that VAR is
used to represent the variable interest rate and EVAR is used for
unsubsidized Federal Stafford. Federal PLUS, and Federal SLS
loans made after 10/1/92

the entry in Column (I) for lines coded BD is given as a positive
value although it will be used to calculate the amount of special
allowance your institution owes ED
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4. CODE AND GROUP LOANS WITH A BILLING

@  CobEOFBC
The Billing Code BC is used to identify information on loans that Billing Code
are eligible for special allowance at any time during the quarter BC ‘

being reported. Because the amount of special allowance
depends on the loan's interest rate and the average 91 day T-Bill
rate for the quarter, the amount of special allowance may turn
out to be zero for some loans. However, you must report all loans
eligible for special allowance in Part IV. Even if the amount of
special allowance for loans with a Billing Code of BC works out
to be less than zero, your institution never will owe ED any
amount for loans coded BC.

Once you have identified all eligible loans with a Billing Code
of BC, you then must divide them into groups based on Loan
Type, Special Allowance Category, and Interest Rate.

B Loan Type. There are five types 6f loans. A Loan Type code Loan Type .

is used on Part IV of ED Form 799 to designate the type of codes
loan:

TG is the code for subsidized Federal Stafford and FISL

’ loans

TPis the code for Federal PLUS and the older PLUS (Parent)
loans :

TSis the code for Federal SLS and the older PLUS (Student)
and ALAS loans

TC is the code for Federal Consolidation loans
TU is the code for unsubsidized Federal Stafford loans

Ifyourinstitution made Federal PLUS (Student) and ALAS loans
before October 17, 1986, and you now cannot distinguish them
from Federal PLUS (Parent) loans, you may report them using
the TP code. All Federal SLS loans made on or after October 17,
1986 must be reported using the TS Code.

« V-13  BESTCOPY AVAILABLE
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B Special Allowance Category. Because of several past changes Special
in how the amount of special allowance is calculated, you Allowance

must determine each loan’s Special Allowance Category Category ‘
according to when the loan was made, or when enrollment :

began. Different special allowance rates apply to loans in

different Special Allowance Categories. The Special

Allowance Category is designated by one of six codes. The

code used is independent of the type of loan. Special codes

are used for loans made or purchased with tax-exempt

funds. The following codes are used for loans not made or

purchased with tax-exempt funds.

SA is the code for any loan made before October 1, 1981.

SB is the code for loans made on or after October 1, 1981
but before March 1, 1986. This code also is used to
designate loans made on or after March 1, 1986 but before
October 1, 1986, when the loan has been outstanding for
more than four quarters. The SB code also designates
- loans made beginning on or after October 1, 1986 but
before October 17, 1986, as well as those made beginning
October 17, 1986 but before November 16, 1986, if the loan
was for enrollment beginning before November 16, 1986.

SC is the code used for loans made dtiring any sequester
order for the first four quarters of the loan.

SD is the code used for loans made on or after October 17,
1986 but before November 16, 1986, if the loan was for
enrollment beginning on or after November 16, 1986. This
code also is used for all qualifying loans made on or after
November 16, 1986 but before October 1, 1989. This code
is'also used to designate loans made on or after October 1,
1989 but before January 1, 1990, when the loan has been
outstanding for more than four quarters. The SD code also
designates loans made on or after January 1, 1990 through
September 30, 1992.

SE is the code used for loans made on or after Octoberl,
1992 and before July 1, 1994 (regardless of enrollment
period), loans made after July ‘1, 1994 for periods of
enrollment that end before July 1, 1994, or SLS loans
certified before July 1, 1994 and made after July 1, 1994.

SGis the code used for loans made on or after July 1, 1994.

The codes used to designate a loan's Special Allowance
Category are summarized in Exhibit V-2,

Q V-14
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Exhibit V-2

Loan Made Applies Code
before 10/1/81 all loans SA
10/1/81 through 2/28/86 all loans SB
during first four quarters SC
3/1/86 through 9/30/86
beginning with fifth quarter| SB
10/1/86 through 10/16/86 all loans SB
fof enroliment beg'inning SB
, on or before 11/15/86

10/17/86 through 11/15/86

for enroliment beginning SD
11/16/86 or later

11/16/86 through 9/30/89 all loans SD
during first four quarters SC

10/1/89 through 12/31/89
beginning with fifth quarter] SD
1/1/90 through 9/30/92 all loans SD
10/1/92 or later all loans SE
7/1/94 or later all loans SG

V-15
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B Loans Using Tax-Exempt Funds. Loans made with tax- Special codes

exempt funds require special codes because the amount of when tax- ‘
the special allowance received for them generally is less. e::gglpt funds
u

Five codes are used to designate these loans on Part IV.
Loans made with tax-exempt funds must qualify for special
allowance just as if they were made with funds that are not
tax-exempt. Loans purchased with tax-exempt funds
should be assigned a code based on the date the loans were
made, regardless of the date purchased.

* SA is the code for any loan made or purchased with tax-
exempt funds before October 1, 1980. This is the same
code used for loans made with funds that are not tax-
exempt, but note that the cutoff date is earlier.

XA is the code for loans made on or after October 1, 1980
but before October 1, 1981 if the loans were made: or
purchased with tax-exempt funds.

XB is the code for loans made on or after October 1, 1981
but before March 1, 1986 and on or after October 1, 1986
but before October 1, 1989 if the loans were made or
purchased with tax-exempt funds. This code also is used
to designate loans made on or after March 1, 1986 but
before October 1, 1986 and on or after October 1, 1989 but
before January 1, 1990, beginning with the fifth quarter
after the loan was made, and for all loans made on or after
January 1, 1990 and through September 30, 1992 if the
loans were made or purchased with tax-exempt funds.

XC is the code for loans made during any sequester period
for the first four quarters after being made if the loans were
made or purchased with tax-exempt funds.

XE is the code for loans made or purchased on or after
October 1, 1992 with tax-exempt funds. All loans made or
purchased with funds obtained by the holder for the
issuance of obligations originally issued on or after October
1, 1993 ("new money"), are no longer subject to the floor.

Report all tax-exempt loans purchased with "new money"
using the original date made and combine with taxable
loans. Report these loans using the existing special
allowance codes.

Contact your ED Regionél Office if you need more
information on student loans made or purchased with tax-
exempt funds.

Q V-16




m Interest Rate. The Interest Rate reported on Part IV of
ED Form 799 is the applicable interest rate. The only
applicable rates that have been authorized for Part B
student loans since the program began are 7%, 8%, 9%,
10%, 11%, 12%, 13%, or 14%. Some of the earlier FISL
loans had an interest rate below 7%. These loans should
be designated with an interest rate of 7% on Part IV. For
unsubsidized Federal Stafford, Federal PLUS, and Federal
SLS loans made on or after October 1, 1992, use EVAR.
Older Federal PLUS and Federal SLS loans carry a variable
interest rate. The code VAR should be used in place of the
interest rate for these loans. The code CVAR should be
used for those early variable interest rate loans on which
the interest rate changes each calendar year (as opposed
to each July 1 for other variable rate loans). The codes
FVAR7, FVARS, FVAR9, and FVAR10 should be used for
the formerly fixed rate loans that were converted to variable
rates to eliminate the excess interest reporting requirement.
The variable rate may not exceed the maximum rate
applicable to the loan prior to conversion.-

Here are the steps required to code and group loans for Part IV.

Step 1. Identify the loans that qualify for special allowance
at any time during the quarter, and code these BC.

Most FFEL program loans are eligible for special allowance
payments for the full life of the loan. The special allowance ends
when repayment is complete, when the disbursement check is
returned uncashed or has not cleared in 120 days, when a claim
on loan has been paid by the guaranty agency, 60 days after
default if no claim was filed, or when the loan no longer qualifies
for reinsurance. Any special allowance billed prior to funds
returned, must be refunded to the Department of Education.

Step 2. Code each qualifying loan by Loan Type.

Use the codes TG, TP, TS, TC, or TU. If one or more of these loans
was converted into a Federal Consolidation Loan during the
quarter, treat the earlier loan as fully repaid during the quarter
and the new loan as first issued during the quarter.

Interest Rate

Identify

qualifying
loans

Code by
Loan Type
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Step 3. Code each qualifying loan according to its
Special Allowance Category.

Use the codes SA, SB, SC, SD, SE, or SG unless the loan was
made or later purchased with tax-exempt funds. Pay special
‘attention toloans made between March 1, 1986 and September
30, 1986, and between October 1, 1989 and December 31,
1989. These loans were made during a sequester period. Use
the chart in Exhibit V-2 to determine their proper category.

Step 4. Identify the applicable Interest Rate for each
loan.

The applicable interest rate is the maximum allowable rate,
not the actual interest rate charged. Use VAR, EVAR, or CVAR
as therate for variable interest rate loans. Use FVAR?, FVARS,
FVARO9, or FVARI1O as the rate for converted fixed rate loans.

Step 5. Group all loans with a Billing Code of BC that
have the same Loan Type, Special Allowance
Category, and Interest Rate.

Code by .
Special ~

Allowance
Category

1

Identify
Interest Rate

Group loans




Practice Exercise 4

Look at the posting of student loans in Exhibit V-3. Today is January 15, 1993,
and you are preparing your institution’s ED Form 799 for the October 1, 1992
through December 31, 1992 quarter. ' '

Use a separate sheet of paper as a worksheet.

Assign a Billing Code, a Loan Type code, and a Special Allowance Category code
to each loan. Also, record the Interest Rate for each loan. Then, group together
all loans with a Billing Code of BC that also have identical Loan Type codes,
Special ‘Allowance Category codes, and Interest Rates.
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4 Exhibit V-3 | N

Loan Loan Special Date Loan Beg. Principal Interest Loan
Number Type Allow. Code Made Balance Rate Status
114 TG SD 09/20/92 470 .09 In school
124 TG SD 07/15/90 600 .09 In repayment

$50 principal repaid
10/5 and 11/5/92

155 TG SD 08/11/90 1,200 .08 In grace

157 TP SD 03/12/87 640 12 In default, claim filed
and paid 11/01/92

168 TG SD 09/15/88 1,100 .08 In school, loan sold
11/01/92
169 TS SD 10/20/89 380 VAR In repayment, $50

principal repaid 10/31/92

’

172 TC SD 03/01/90 960 12 In repayment, $80
principal repaid 12/01/92

173 TU SE 10/15/92 500 EVAR In school

174 TU SE 12/10/92 400 EVAR In school

O ‘ V'20 15. 9 =




o | Exercise 4 Answers

You should have indicated the Billing Code, Loan Type code, and Special Allowance
Category code for each loan as follows.

Loan Billing Loan Sp. Allow. Int.
Number Code Type Categ. Rate
114 BC TG SD .09
124 BC TG SD .09
155 BC TG SD .08
157 BC TP . SD .12
168 BC TG SD - .08
169 BC TS SD VAR
172 BC TC SD .12
173 BC TU SE EVAR
174 BC TU SE EVAR
‘ All of the these loans are eligible for special allowance for at least part of the quarter,
so all have a BC in the Billing Code column. There are four Federal Stafford loans

coded TG. There is one Federal PLUS loan coded TP, one Federal SLS loan coded
TS. one Federal Consolidation loan coded TC, and two unsubsidized Federal
Stafford loans. The Special Allowance Category for each loan is shown in the
“Sp. Allow. Categ.” column, and the applicable interest rate in the “Int. Rate”
column.

‘ V-21
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5. DETERMINE ENDING PRINCIPAL BALANCES
AND THE AVERAGE DAILY PRINCIPAL
BALANCES ‘

Next, you must determine the total ending principal balance
and the average daily principal balance for each group of loans
with a Billing Code of BC.

The ending principal balance.is the amount outstanding on a

loan at the close of business on the last day of the quarter. -

Loans will have an ending principal balance of zero if, for
example, repayment was completed during the quarter, if the
loan was sold during the quarter, if a claim on a loan was paid
by the guarantee agency during the quarter, if it has been more
than 90 days since the loan went into default and no claim was
filed by the 60th day, or if the guarantee was voided during the
quarter.

The average daily principal balance for a loan is calculated in
exactly the same way as itwas calculated for Part Il of ED Form
799. You may add the loan’s outstanding balance for each day
in the quarter or you may multiply each different outstanding
balance by the number of days the loan was at that balance and
then add the results together. This will give you the sum of the
daily balances. Then, divide that amount by the number of days
in the quarter. This will give you the average daily balance.

You must calculate a combined ending principal balance and
average daily principle balance for each group of BC loans that
have the identical Loan Type, Special Allowance Category, and
Interest Rate.

Here are the next two steps for Part IV.

Step 6. Determine the ending principal balance for every
loan in each group. Then find the sum of the
ending principal balances for all loans in each

group. ‘

Step 7. Determine the sum of daily principal balances for
every loan in each group. Then total the sums of
daily principal balances for all loans in each group.

- Then divide the result by the number of days in the
quarter to get the average daily balance for all

loans in the group.

Ending
principal |,
balance

Average daily
principal
balance

Calculate by
groups of
loans

Determine
ending
principal
balance

Determine
average daily
principal
balance
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Practice Exercise 5

Use the information in Exhibit V-3 to find the total of the ending principal balances
and average daily principal balance for each group of loans. Use a blank sheet of
paper as a worksheet. You can refer back to Unit IVon how to do these calculations.
This report covers the October 1, 1992 to December 31, 1992 quarter. There were
92 days in the quarter.

Check your answers against the ones given on the next page.‘

V-23
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Exercise 5 Answers

Your worksheet should look like the one shown in Exhibit V-4.

Check your answers carefully. Remember that you calculate the average daily
balance for a group of loans by dividing the sum of the daily principal balances by
the number of days in the quarter. There were 92 days in this quarter.

V-24
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6. CALCULATE PART IV ADJUSTMENTS

ABilling Code of Bl or BD is used to designate loans that require
adjustments in the amount of special allowance determined
from information previously supplied to ED. The Billing Code BI
indicates where the lender is entitled to an increase in the
amount of special allowance for an earlier quarter. The code BD
indicates where the lender owes some amount of special
allowance received for an earlier quarter.

In order to initiate an adjustment, you must identify loans that
were incorrectly reported in a previous-quarter. You also must
determine whether the amount of the adjustment in special
allowance would be due your institution, (BI), or due ED, (BD).

Once you have determined which loans require special allowance
adjustments, you must divide them into groups based on their
Loan Type, Special Allowance Category, and Interest Rate. You
also must divide them based on the guarter to which the
adjustment applies. If the adjustment on a loan covers more
than one quarter, the information must be reported on more
than one line because the amount of the adjustmentis calculated
by ED using the average 91 day T-Bill rate for each particular
quarter. You must combine loans being reported for special
allowance adjustments, but only if they have the same Loan
Type, Special Allowance Category, Interest Rate, and Billing
Code, and only if the adjustments cover the same prior calendar
quarter.

You do not have to report either the ending principal balance or
the average daily principal balance for any of these groups of
loans. Instead, you must determine the amount of the difference
between the average daily principal balance previously reported
and the average daily principle balance that should have been
reported. ED will use that information to calculate how much
special allowance is due to your institution or due from it
because of the adjustment. '

V-26
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Suppose, for example, that your institution failed to record a
loan repayment received during the preceding quarter. An
adjustment is required that will result in a net decrease in the
amount of special allowance your institution received in that
quarter, so this adjustment should be reported with a Billing
Code of BD. For the last quarter, suppose you had reported an
average daily balance on this loan of $400. However, you should
have reported an average daily balance of $396. The difference,
$4, is the amount of the adjustment you should report in
Column (I) on Part IV. How you report this adjustment is shown
on the top line in Exhibit V-5.

The adjustment may be more complicated in certain situations.
For instance, suppose you coded a loan using the wrong Special
Allowance Category in your report for the preceding quarter.
You may have coded the loan SC, when it should have been
coded SD. To correct this error, your current report should
repeat the average daily principal balance from the earlier
report in the column labeled "Adjustments for Difference in the
Average Daily Principal Balances” on a line with the Billing Code
BD. In effect, this will delete the earlier entry. Then, again enter
the same information in the adjustments column on another
line, but this time with the Special Allowance Category code SD
and the Billing Code BI. Based on this line, ED will calculate the
amount of special allowance it should have paid on this loan.
These two entries are illustrated on the second and third lines
in Exhibit V-5.

When you are making several adjustments at one time, combine
and report the net result for loans with the same Special

Allowance Category, Loan Type, and Interest Rate, for the

same prior quarter. You may combine Bl and BD adjustments
on the same line and report only the net amount of the
adjustments. Code the line with the Billing Code that indicates
whether the resulting special allowance is owed your institution
or ED.

Calculating
adjustments

Combining
adjustments
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These are the steps you take to provide ED with the information
needed to calculate adjustments to the amount of special
allowance due from previous quarters.

Step 8. Identify any loansrequiring anadjustmentbecause
special allowance information was incorrectly
provided in a previous quarter, and code each one
BI or BD.

Identify loans that will result in an increase in the amount of
special allowance with the Billing Code BI. Identify loans that
will result in a decrease in the amount of special allowance with
the Billing Code BD. If a mistake was made in the loan's Special
Allowance Category or Interest Rate. that loan may have to
receive both a BD adjustment and a Bl adjustment to eliminate
the previous amount of special allowance and to replace it with
the correct amount of special allowance.

Step 9. Group any BI and BD loans together if the
adjustment applies to the same earlier quarter and
ifthey have the identicalInterest Rate, Loan Type,
and Special Allowance Category.

Do not combine adjustments for different calendar quarters. If
an adjustment covers more than one calendar quarter, the
adjustment for each of these quarters must be reported
separately.

Step 10. Calculate the amount of the adjustment to the
average daily principal balance for each loan or
group of loans by finding the difference between
the amount previously reported and the amount
that should have been reported.

To correct for an error in Special Allowance Category or Interest
Rate, eliminate the amount reported earlier on a line with the

- Billing Code BD, and then provide the correct average daily

principal balance as an adjustment on a line with the Billing
Code BI.

Identify and
code
adjustments

Group
adjustments

Calculate

differences

V-29

206



Practice Exercise 6

Here are descriptions of three loans that require an adjustment in this quarter to
correct the amount of special allowance due to your institution from a previous
quarter. For each loan, indicate what entries you would make on the current form
for:

B Special Allowance Code
® Loan Type
. B .Interest Rate
® Billing Code
® Adjustments for Difference in Average Daily Principal Balance

Refer back to earlier sections of this Unit if you are not sure of the codes to use or
how to calculate the adjustment.

A.  Your institution filed a claim on a defaulted 12% Federal PLUS Loan in the
preceding quarter. The outstanding balance'was $1,700 for the entire quarter.
The loan was made on September 1, 1986. In your report for the preceding
quarter, you indicated special allowance was due from ED on that loan based
on an average daily principal balance of $1,700. The guarantee agency has
rejected the claim because it was not filed within 90 days of the default. As a
result, your institution owes ED special allowance for 10 days of that earlier
91-day quarter. .

Sp. Allow. | Loan | Interest | Billing Adjustments for Difference in
Categ. | Type Rate Code Average Daily Principal Balances

Qo ' V-30
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. B. In the preceding quarter, one 9% Federal Stafford Loan coded SB was
' mistakenly included in a group of 8% Federal Stafford Loans also coded SB.
The student was in the grace period for the full 91-day quarter. The average
~daily principal balance on the loan was $809. Show the entries you would

. .make to correct this mistake.

Sp. Allow. | Loan | Interest ‘Billing Adjuétments for Difference in
Categ. Type Rate . Code Average Daily Principal Balances

C. Your institution purchased a variable interest rate Federal PLUS Loan on the
fourth day before the end of the preceding quarter. Because of a processing
delay, this loan was omitted from your last quarterly report. The outstanding
balance on this loan was $650 when it was purchased and no repayments on
it were received during the remainder of that 91-day quarter. The loan was
made August 15, 1988. : :

Sp. Allow. | Loan | Interest’| Billing Adjustments for Difference in
Categ. | Type Rate ‘Code Average Daily Principal Balances

Check your answers with those given on the next page.
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Exercise 6 Answers

A. You should report the adjustment this way:

Sp. Allow. | Loan | Interest | Billing Adjustments for Difference in
Categ. | Type Rate Code Average Daily Principal Balances

SB | TP 12 BD - 8$187.

The average daily principal balance previously reported was $1,700. The amount
that should have been reported was $1,700 times 81 days, or $137,700, divided
by 91, or $1,513. The difference between the originally reported and corrected
average daily principal balance is $187.

B. This adjustment has to be reported on two lines:

Sp. Allow. [ Loan | Interest | Billing Adjustments for Difference in
Categ. | Type Rate Code Average Daily Principal Balances

SB TG .08 | BD $809.

SB TG .09 BI $809.

ED will calculate the amount of special allowance for both lines. Your institution
will owe ED any special allowance received earlier when it was calculated at the 8%

interest rate, and ED will owe any special allowance due your institution based on
the 9% rate.

C. The adjustment would be reported this way:

Sp. Allow. | Loan | Interest | Billing Adjustments for Difference in
Categ. | Type Rate Code Average Daily Principal Balances

SD TP VAR BI $29.

You have to calculate the average daily principal balance that should have been
reported in the earlier quarter, or $650 times 4 days equals $2,600 divided by 91
equals $29. Because the loan was omitted. the difference from what was reported
earlier is $29. This amount cannot be included in loans being reported for the
current quarter. It must be reported separately on a line with the Billing Code BI.
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7.

" COMPLETE PART IV

You now will have all of the information you need to fill in Part
IV of ED Form 799. As you enter the information on Part IV, pay
particular attention to the following: .

Make sure your institution’s LID and the correct page
number are entered at the top of this part of the form, and

- check the box at the bottom if you need to use continuation

pages for Part IV.

You must use a separate line for each combination of
Billing Code, Interest Rate, Loan Type, and Special Allowance
Category. For loans coded BI or BD, you also must use a
separate line for each calendar quarter covered by the
adjustment.

For each group of loans coded BC, complete Columns (A)
through (H). Leave Column (I) blank.

For each group of loans coded BI or BD, complete columns
(A) through (F) and Column (I). Leave Columns (G) and (H)
blank. .

Round all results you report on the form to the nearest
whole dollar. Do your calculations to the nearest cent,
however.

Report all results as positive values. ED will use the Billing
Code to determine whether your institution owes or should
receive the special allowance amount resulting from an
adjustment.

You must complete one line reporting on the current
quarter if no special allowance is due from ED. When this
happens, use "TG" as loan type, "BC" as the billing code,
and put zeros in Columns (G), (H), and (I). You can leave
Columns (4), (B), (C), (D) and (E) blank or enter zeros.

For loans with "EVAR", make sure to enter EVAR instead -

of an actual rate.

Filling in
Part IV
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In Columns (A) and (B), indicate the Calendar Year and Quarter Year and ' .
for which the special allowance should be calculated. Report the quarter
calendar year by using the last two digits of the year. Report the :

quarter usinga 1, 2, 3, or 4 for the first, second, third, or fourth

quarter. For example, to indicate that the information in the

line is the special allowance due for the quarter ending June 30,

1991, you would put 91 in Column (A) and 2 in Column (B).

All groups of loans with a Billing Code of BC will have the year

and quarter code for the quarter being reported on the form. All

groups of loans with a Billing Code of BI or BD will have the year

and quarter code for an earlier quarter.

. Step 11. Record the results of your special allowance Record
calculations on Part IV of ED Form 799. ' special
allowance
information
o RO -FY |




Practice Exercise 7

Transcribe the results of your calculations in Practice Exercises 4, 5, and 6 on to
the blank Part IV of ED Form 799 shown in Exhibit V-6. Be sure to enter the correct
calendar year and quarter code for each line. This report is for the October 1, 1992
to December 31,1992 quarter.. All three adjustments to the special allowance
described in Practice Exercise 6 apply to the April 1, 1992 toJune 30, 1992 quarter.
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‘ _ Exercise 7 Answers

Your completed Part IV should look like the one shown in Exhibit V-7. Each line
should contain the exact information shown in the exhibit, but the lines can be in
any order. Check your answers carefully.
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UNIT V SELF-TEST

You now have learned all of the steps required to complete Part IV of ED Form 799.
Information in this part is used by ED to calculate the amount of special allowance
due to the lender on qualifying student loans. When you prepare the information
on loans for entry on Part IV, you must be particularly careful to code every loan
accurately. '

For this Self-Test, use the information on the First Student’s Bank contained in
Exhibit V-8. Code every loan, perform the necessary calculations, and then
transcribe the results on to the blank Part IV in Exhibit V-9. The period covered
by this report is the fourth quarter of 1992, from October 1 through December 31.
There are 92 days in the quarter.

Remember that you must report special allowance information on all qualifying
loans, including those where the amount of special allowance calculated by ED will
be zero. However, you should not include information on loans that did not qualify
for special allowance at any time during the quarter, except to report adjustments.

Here is a summary of steps for completing Part IV:

Step 1. Identify the loans that qualify for special allowance at any time during the
quarter, and code these BC.

Step 2. Code each qualifying loan by Loan Type.
Step 3. Code each qualifying loan according to its Special Allowance Category.
Step 4. Identify the applicable Interest Rate for each loan.

Step 5. Group all loans with a Billing Code of BC that have the same Loan Type.
Special Allowance Category, and Interest Rate.

Step 6. Determine the ending principal balance for every loan in each group.
Then find the sum of the ending principal balances for all loans in each

group.

Step 7. Determine the sum of the daily principal balances for every loan in each
group. Then total the sums of daily principal balances for allloans in each
group. Then divide the result by the number of days in the quarter to get
the average daily balance for all loans in the group.

Step 8. Identify any loans requiring an adjustment because special allowance
information was incorrectly provided in a previous quarter and code each
one BI or BD.

V—392§8



Step 9. Groupany BI and BD loans together if the adjustment applies to the same
earlier quarter and if they have the identical Interest Rate, Loan Type, and
Special Allowance Category.

Step 10. Calculate the amount of the adjustment to the average daily principal
balance for each loan or group of loans by finding the difference between
the amount previously reported and the amount that should have been
reported.

Step 11. Record the results of your special allowance calculations on Part IV of ED
Form 799.

Because of the number of loans in the portfolio, this Self-Test would require
considerable time to complete if you did all of the calculations by hand. For this
reason, a worksheet has been prepared for you with a portion of the information
already filled in. The worksheet is in Exhibit V-10. First, complete all missing
entries in the worksheet using the information from Exhibit V-8. Then, group the
loans that should be reported on the same line in Part IV and find the ending
principal balances and average daily principal balances for each group of loans
coded BC. Next, record this information on the blank Part IV in Exhibit V-9. Finally,
determine the information that should be reported for any adjustments and enter
this information on the blank Part IV. In this portfolio, there is one loan to be
adjusted.

!

Even with some of the information already filled in, this Self-Test may require up
to two hours of your time. Do not begin it unless you think you will have two hours
of uninterrupted time available.
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ANSWERS TO SELF TEST

Your completed Part IV of ED Form 799 should look like the one in Exhibit V-11.
Check your answers carefully.

The information you should have entered to complete the worksheet begun for you
is shown in Exhibit V-12. If any of your answers to the Self-Test were incorrect,
check your worksheet to see if you derived all of the necessary information from
the portfolio. If you did make a mistake, review the information in the portfolio
carefully to determine if you overlooked something or made an error in how you
figured the number of days at each outstanding balance.

Then look at the way the results from each loan were grouped for reporting
purposes. Exhibit V-12 shows which loans were combined into each group based
on Billing Code, Special Allowance Category, Loan Type, and Interest Rate, and the
ending principal balance and average daily principal balance for each group.

V-44




F18YIYAV AdOD 1539

\_

8379 .22

4 s v o st s e omi oo (] )
T as 91| as| 7 | 2z
~ blg'’s Sle'e 29 |9vA| SL| A4S | hH | T
S oL# 909 29 | ywa3| sL | 3S| A b
- 385 % 0gb'hs | g |avA] gL | as| h | 2%
N bZb 0057 | 99 |ywa3| a1 | 3S| A | T
s Zbb 0% % | 60| 91| 95| k| b
L3LS 05L'G 29| 80| 9L gs | h 7h
seb'eT oos’sl | 99| 80| 9L | ds | h | 24
4ShS 05, 'l 28 [awa3| aL | ac | H | Zb

FONVMOTTV 1VIO3dS ‘Al Ldvd

:39Vd

(eiqreTn 11119 UOTIeA CB/Y) PO/4 'BBL W04 0
AR/L P 4T 000 OPRL ON RNO

an

V-45




-\1

\

0 000t 1 x 0001 80° as ol as SiAvdL @
SIE£°€ SCB0LE
S16 520’06 6/ XG.6 'L X 000 YVA as St o8 ¥y3ing o
oov'e 00802z ¢6 X 00¥Z HVA as St o8 aNosa r
0094 00Z'‘ty 12 X 0091 9€L0° 3s St 08 SNOQQIS v
086t 026°85F
086'C 026'v12 8€ X 000€ '¥S X 086¢ HVA as di o8 NiLSNV T
0002 000'v8L €6 X 0002 HVA as di 08 QI0NYV
626 00558 15 X 00S} 9€L0 3s dl 08 11028 4
N
-
V. 096 082'L6 8L X096 ‘vZ X000 60° as oL 08 A3iavy '8
h““ 0525 00vZes
T 008 ‘009'cs 26 X 008 80 8s oL 08 NILIVIN 'S
h 0s6'ty 008'8SY ¥Z X 0S6¥ ‘89 X 000§ 80 8s oL o8 SIRIYVH "W
& _
00S'EtL 0oo‘zoze
0 ‘ "000'520°L £¥ X 0005C 80 as oL 08 SNVO1 40 %2018
00S'€ 000'zze €6 X 00S€ 80 as oL 08 100131
0009 000205 T X 0009 '0S X 0005 80 as oL o8 30A0r T
000t -000°'€0€ 1Z X 000¥ 'S9 X 000€ 80 as oL 08 HLNY '8
052/ 052'20S
0S2°C 05Z°621 Ly X062 $690° ‘38 nt o8 AYN3IH O
000 000'681 €9 X 000¢ $690° 3s nt 08 S3INOr v
0007 000'v81 €6 X 000Z $690° 3s nit 08 11348 9
JONVIVE AlIva IONVIVE  S3ONVIvE Aliva SAVO 'ON X 31vy '931vD 3dAL 3000 JNVN
ONION3 40-NNS ONVIVE ONIONVLISLINO 1S3YIUINI "MOTIV 'dS NVO1 ONITHg

V-46

Aruitoxt provided by Eic:

E\.



) | UNIT VI
ED FORM 799 PARTS V AND VI

CHANGES IN LOAN PRINCIPAL
AND PORTFOLIO ANALYSIS

1. REPORTING REQUIREMENTS FOR PART V

ED is responsible for compiling information on the status of the Part B loan
FFEL program. Parts V and VI of ED Form 799 are used to information
collect the needed information from lenders. Part V is used to
report changes in the principal amount of outstanding student

. loans. Part V1is used to report on the repayment or delinquency
status of all qualifying and nonqualifying student loans in your
institution's portfolio.

Part V is divided into five columns and eleven lines. The five ED Form 799,
columns are used to report changes that occurred in the total Part V
principal balance outstanding during the quarter for each of the ~

‘ five types of student loans:

Column (A) is used for Federal Stafford and FISL loans
Column (B) is used for Federal PLUS and PLUS (Parent) loans

Column (C) is used for Federal SLS, PLUS (Student), and ALAS
loans ’

Column (D) is used for Federal Consolidation loans.
Column (E) is uséd for unsubsidized Federal Stafford loans.

The lines in Part V are used to report the beginning principal
balance for each type of loan at the start of the quarter, the
changes that occurred in the outstanding balances and the
reasons for these changes, and the ending principal balance for
each type of loan.

Alltransactions mustbe reported. For example, ifyour institution . Report all
purchased a loan during the quarter and then sold that same transactions
loan later in the quarter, the amount will be included on Line (5)
Principal of Loans Purchased and also on Line (7) Principal of

‘ Loans Sold.




Practice Exercise 1

An example of how Part V will look when it is completed is shown in Exhibit VI-1.
Note that all of the spaces are filled in except for Line (1). Amounts are never
reported on Line (1). Instead, a check mark is used to indicate that one or more
adjustments have been made from the ending principal balance that was reported
on Line (11) in the previous quarterly report. A check mark must appear on Line
(1) 'if the previously reported ending principal balance does not match the
beginning principal balance shown on Line (2) of the current report. For all spaces
other than Line (1), a zero is used to indicate that there is no principal amount to
report there, and that the space was not left blank by mistake.

Examine Exhibit VI-1 carefully. Look particularly at the following. Check the box
in front of each point after you have found it in the Exhibit.

the LID and PAGE have been filled in at the top.

only check marks, and not amounts, appear on Line (1).

all spaces except for those on Line (1) are filled in either with an
amount or a zero.

U 000

all values are rounded to the nearest whole dollar amount.
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2. CALCULATING CHANGES IN LOAN BALANCES

Lines (3) through (10) on Part V list all of the reasons why the
principal amount outstanding on a student loan may have
changed during the quarter. To complete Part V, you have to
identify the reason for each change in the principal amount of
a loan during the quarter and then total the amount of the
changes corresponding to that reason. You must do this
separately for each of the five types of loans.

Two or more reasons may apply to the same loan. For instance,

the loan may have been sold after the borrower has repaid some

portion of the loan during the quarter. If the loan's outstanding
balance was $900 at the beginning of the quarter and $100 of

the principal was repaid before the loan was sold, the $100 .

would be included on Line (10) Principal Paid by Borrowers, and
the remaining $800 would be included on Line (7) Principal of
Loans Sold.

Here are descriptions of the kinds of changes in principal
amounts on Part B loans that should be reported on éach line.

Line (3): Loan Principal Disbursed. Report all disbursements

onLine (3). Include disbursements onloans originated

during the ‘quarter as well as additional
disbursements on loans made in a prior quarter.
Report the amount of any disbursemernt before
deductions for the insurance premiumor origination
fee. Do not report any amounts that were disbursed
but then returned in the same quarter, such as
when a disbursement check was returned
uncashed. Include the full amounts of any
Consolidation Loans disbursed during the quarter
on this line in Column (D).

Changes in
principal
balance

Categorizing
changes

D2
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Line (4):

Line (5):

Line (6): -

Interest Capifalized or_Other Principal Increases.
Under certain conditions, the current interest due

on a student loan can be added to the principal
amount of the loan. For example, if a lender grants
a temporary forbearance on repaying the principal
on a loan, it may allow the borrower to postpone
interest payments as well. The interest amounts
that were postponed then would be added to the
principal, or “capitalized”, for repayment at a later
time. Do not enter the sum as interest, it actually is
capitalized. Insurance premiums that were not
deducted from loan disbursements also may be
capitalized, and should be included in the amount
reported on Line (4) if they were capitalized during
the quarter. A lender that has more than one LID.
and then transfers a loan from another LID to the
one covered by this report, would include the
transferred principal on Line (4).

Principal of Loans Purchased. Include on this line
the outstanding principal balances, at the time they
were bought, of any loans purchased by your
institution during the quarter.

Principal of Loans Cured. When a student loan is in
default, the lender usually seeks payment from the
guaranty agency. However, the guaranty agency
may declare the guarantee void because the lender
had failed to take appropriate or timely action as
defined by program regulations. If a guarantee is
voided, the outstanding balance on the loan is
reported on Line (9) of Part V, and the amount no
longer is included when the institution’s total ending
principal balance for the quarter is determined. The
voided guarantee may be reinstated, or “cured”,
however, under conditions approved by the guaranty
agency. Enter an amount here on Line (6) only if you
reported that the loan guarantee was voided when
you prepared Part V of the form for a previous
quarter. If the loan guarantee was both voided and
then cured in the current quarter, do not report the
amount on Line (6) or on Line (9). If the loan
guarantee was cured and the insurance claim was
paid in the current quarter, report the amount both
on Line (6) and on Line (8). :

VI-® 36



Line (7):

Line (8):

Principal of Loans Sold. Include on this line the

outstanding principal balances, at the time they
were sold, of any loans sold by your institution
during the quarter.

Principal Paid by Insurance Claims. Include on this

Line (9):

Line (10):

line all amounts received from your guaranty agency
for claims because of the borrower’s death, disability,
bankruptcy, or default.

Principal of Loans on Which the Guarantee Was
Voided. Include on this line the principal amounts of
defaulted loans where the claim was rejected, or
“voided”, by the guaranty agency during the quarter.
The remaining outstanding balances on these loans
must be removed from the total outstandingbalances
of all loans. Note that although a voided guarantee
may be retroactive, the reduction in the outstanding
balance should be reported on Line (9) for the
quarter when notice of the voided guarantee was
received or when you determined on your own that
the guarantee was voided.

Principal Paid by Borrowers and Other Principal
Reductions. The amount on this line includes all
payments toward the loan principal received from
borrowers during the quarter plus all other reductions
in the amount of outstanding principal balances.
Some examples of other reductions are the return of
uncashed checks for disbursements made in earlier
quarters, refunds from schools, and outstanding
amounts of loans that were paid in full through
Consolidation Loans. Do not include interest-only
paymentsreceived onloans. Donot include payments
on claims from guaranty agencies; these are reported
on Line (8). Donot include checks returned uncashed
for disbursements made during the current quarter;
these amounts should be eliminated, instead, from
the total amount reported on Line (3). If you have
more than one LID, and transfer a loan from one LID
to another, report the reduction in principal affecting
the first LID on Line (10).

VI-6
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These are the steps you follow to determine changes in loan
balances:

Step 1. Identify, for each type of loan, all changes in the
amount of the principal balances outstanding
during the quarter.

There may have been both increases and decreases in the
principal balances of individual loans during the quarter.
Consider all changes that occurred, and not only the difference
between the beginning and ending balance for that group of
loans.

‘Step 2. For each change in the principal balance that

occurred, determine the reason for the change.

Several changes in the principal balance may have occurred
even for one loan during the quarter. These changes may be
grouped only when the reason for the change is the same, as
when there were multiple repayments of the principal. The only
exception is when a disbursement check was returned uncashed
or the amount was refunded by the school during the same
quarter as the disbursement. Then, neither transaction is to be
reported.

Step 3. For each loan type, determine the total amount
of the increase or decrease in the outstanding
principalbalance that resulted due to eachreason.

Sum these amounts only when the reason is the same. These
are the amounts that you will enter into Lines (3) through (10)
to report changes in the principal balance outstanding forloans
of each loan type.

Identify
changes

Determine
reason-

Determine
amount of
change
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Pr_actice Exercise 2

Here are several examples of increases or reductions in the outstanding principal
balance of an individual loan. Read the information carefully. Then, for each
example, indicate the column letter and line number where the information is to
be entered on Part V of ED Form 799. Just indicate the column and line. You do
not have to make any calculations. Note that some examples may require entering
information in more than one space on the form. For these examples, indicate the
column letter and line number for every entry that is required on Part V.

A.

Ron took out his first student loan during the quarter. It was a Federal Stafford -
Loan on which Ron received $1,200. -

Answer

Janet's Federal SLS Loans totalling $6,280 in outstanding principal balance
were combined into a Federal Consolidation Loan during the quarter. She
already had repaid $638 of the principal on her Federal SLS Loans during the
quarter and subsequently repaid $216 of the principal on the Federal
Consolidation Loan.

Answer

Your institution filed a claim on Henry's defaulted $1,790 Federal Stafford
Loan during the quarter. Full payment on the claim was received from the
guaranty agency before the end of the quarter.

Answer

Lisa received a $900 Federal Stafford Loan early in the quarter. She quickly
obtained a job on campus that included a waiver of tuition, however, and the
school returned the $900 check directly to your institution before the end of
this quarter. -

Answer

" VI-8




. E. John repaid most of his $2,700 Federal SLS Loan before illness forced him to
stop working. He has been granted a temporary forbearance on repayments.
In this quarter, $40 of interest due was added to the amount of principal
outstanding on the loan. - : '

. Answer

F. During the quarter, your institution purchased $8.000 in Federal PLUS
Loans. It then sold these loans near the end of the quarter. During the period
it held these loans. $320 of the outstanding principal balances on them had
been repaid. :

Answer

Check your answers with those given on the next page.

VI-9
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Exercise 2 Answers

Column (A), Line (3). This is a Federal Stafford Loan with a disbursement
during the quarter. s

Column (C), Line (10); Column (D), Line (3); and Column (D), Line (10).
Both the $6,280 in refinancing and the $638 in repayments should be
included as reductions in principal on the Federal SLS Loans. The $6,280 also
represents a disbursement on a Federal Consolidation Loan. Finally, the $216
should be included as a reduction of principal on the Federal Consolidation
Loan.

Column (A), Line (8). This is a claim paid by the guarantee agencyon a Federal
Stafford Loan during the quarter.

No entry. Although your institution made a disbursement on this loan during
the quarter, the check also was returned during the quarter. There was no
change in the amount of principal balance outstanding from the beginning to
the end of the quarter.

Column (C), Line (4). The amount of interest due on the loan for the period
of forbearance was capitalized, or added to the outstanding principal balance.

Column (B), Line (5); Column (B), Line (10); and Column (B), Line (7). All
purchases and sales of Part B loans are to be reported. Also, the amount of
repayments should be reported. The repayments reduced the amount of
principal outstanding by $320, so the principal balances of the loans sold
would be the difference, or $7,680.




3. COMPLETE PART V

In addition to reporting changes in the outstanding principal
balances of student loans, you also are required to report the
sum of principal balances, by loan type, at both the beginning
and the end of the quarter. The sum of the outstanding principal
balances at the beginning of any quarter should be exactly the
same as the sum of the balances you reported at the end of the
preceding quarter. The only exception will be if an adjustment
to a previously reported sum of principal balances is needed. An
adjustment to a previously reported sum of principal balances
will be needed to correct an error made in an earlier quarter.
This is an unusual circumstance.

~

Tomake an adjustment, report the corrected beginning principal
balance on Line (2) in the appropriate column and put a check
mark above it on Line (1). The check mark indicates that the
beginning principal balance on Line (2) does not match the
ending principal balance on Line (11) of the previously submitted
report. ED will reject the entire form if these two balances do not
match unless you have put a check mark on Line (1). Also, you
must be able to provide a clear audit trail of any adjustment
reported in Part V. Retain all documentation for adjustments,
but do not submit them with the bill.

Lenders who report unsubsidized and subsidized Federal
Stafford loans separately for the first time must check Line (1)
to indicate new balances.

The last step is to determine the amounts that will be entered
onLine (11) Ending Principal Balance. The total ending principal
balance for each column must be consistent with the beginning
principal balance you report on Line (2), together with all of the
changes in principal balances you report on Lines (3) through
(10).

The outstanding principal balance will have been increased
during the quarter by the amounts on:

m Line (3) Loan Principal Disbursed

m Line (4) Interest Capitalized or Other Principal Increases

Beginning and
ending .
balances

Making
adjustments

Calculating
ending
balances

)
[N
W)
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B Line (5) Principal of Loans Purchased
B Line (6) Principal of Loans Cured.

The outstanding principal balance will have been decreased
during the quarter by the amounts on:

B Line (7) Principal of Loans Sold
B Line (8) Principal Paid by Insurance Claims

B Line (9) Principal of Loans on which the Guarantee was
Voided

B Line (10) Principal Paid by Borrowers and Other Principal
Reductions.

The steps required to complete Part V are:

Step 4. Determine the total of the beginning principal
balances for all loans within each loan type, and
record these amounts on Line (2) in each column
of Part V.

Usually, these will be the total of the ending principal balances
for each type of loan you reported on Line (11) of the ED Form
799 you submitted for the preceding quarter.

Step 5. If there was an adjustment to the beginning
Principal balance in any column, put a check
mark in the corresponding space on Line (1).

You must check this space if the ending principal balance on
Line (11) in the preceding report does not match the beginning
principal balance on Line (2) for the current report.

Step 6. Record the total amount of the changes due to
each reason on the appropriate line for each loan

type.

Round all values to the nearest dollar. Enter a zero if there were
no changes to report on that line for loans of that type.

Record
beginning
balances

Indicate
adjustments

Record
change
amounts
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Step 7. Determine the total ending principal balance for '

each type of loan and enter these amounts on
Line (11).

The amounts on Line (11) should equal the beginning principal
balance on Line (2), plus all amounts entered on Lines (3}
through (6), less all amounts entered on Lines (7) ‘through (10)
with a small tolerance for rounding.

Record
ending
balances

VI-13 244



Practice Exercise 3 '

A partly completed Part V is shown in Exhibit VI-2. Use the amounts already

entered to calculate the ending principal balance for each column. Enter the
results on Line (11).
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Exercise 3 Answers

These are the results you should have recorded as the ending principal balances
on Line (11): ‘

Column (A) Column (B) Column (C) Column (D) Column (E)

Line (11) 123,914 52,304 10,550 8,826 1,000




4. REPORTING REQUIREMENTS FOR PART VI

Part VI of ED Form 799 is used to report on the repayment or
delinquency status of all student loans in your institution’s
portfolio. Just as in Part V, the Part VI report must include
information on all student loans outstanding at the end of the
quarter, including any that do not qualify for special allowance
or interest benefits. These non-qualifying loans were explained
in Unit V. Exclude only those loans on which the guarantee has
been voided, but not subsequently cured.

Part VI is divided into five columns and four lines. One of the
lines, Line (3), is further divided into eight sections labeled (a)
through (h). The five columns are used to separate loans by loan
type. The loan types are the same as those on Part V:

Column (A) is used for Federal Stafford and FISL loans
Column (B) is used for Federal PLUS and PLUS (Parent) lo'ans

Column (C) is used for Federal SLS, Federal PLUS (Student).
an‘d ALAS loans

Column (D) is used for Federal Consolidation loans
Column (E) is used for unsubsidized Federal Stafford loans

The lines in Part VI are used to report on the status of student
loans as of the end of the quarter. The amounts to be entered
in each space are the totals of the outstanding principal
balances for the loans in each status.

Line (1): Loans In School and In Grace. This is the total
principal balance of loans to borrowers who are in
school or in the grace period as of the end of the
quarter. This status applies only to Federal Stafford,
unsubsidized Stafford, and FISL Loans. The
repayment period on the other types of loans begins
when the loan is made. '

ED Form 799,
Part VI

Categorizing
loan status

VI-17
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Line (2):

Line (3):

Line (4): -

Loans In Authorized Deferment. This is the total
principal balance of loans to borrowers who are in
authorized periods of deferment. Payments toward
the principal on student loans are suspended for the
deferment period. During an authorized deferment,
ED pays the interest on qualifying Federal Stafford
and FISL Loans. Interest payments may be capitalized
instead of paid during a deferment period for Federal -
PLUS, Federal SLS, Federal Consolidation Loans,
and unsubsidized Federal Stafford loans. If any
interest has been capitalized, the amount is added to
the outstanding principal balance of the loan and
should be included in the amount reported on this
line.

Loans In Repayment or In Forbearance. This is the
total principal balance of loans to borrowers who are

in repayment, in forbearance, or in default. Line (3)
is subdivided into sections that indicate the status
of repayments on the loan as of the end of the
quarter: '

(3a) current or less than 31 days past due
(3b) 31-60 days past due

(3¢c) 61-90 days past due

(3d) 91-120 days past due

(3e) 121-180 days past due

(3f) 181-270 days past due

(3g) 271 days or more past due

(3h) claim filed, but not yet paid, and not listed
- above.

Ending Principal Balance. This is the ending principal
balance of all student loans of each type in your

institution’s portfolio as of the end of the quarter.
The amounts on Line (4) in Part VI must match
the amounts reported on Line (11) in Part V. If
they do not match, the entire form will be
rejected by ED.

VI-18
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‘ Practice Exercise 4

Exhibit VI-3 shows a completed Part VI of ED Form 799.

Examine Exhibit VI-3 carefully. Look particularly at the following. Check the box
in front of each point after you have found it in the Exhibit.

the LID and PAGE have been filled in at the top

on Line (1), an entry can appear only in Column (A); in-school and
grace status does not apply to.the remaining loan types

all values are rounded to the nearest whole dollar amount

o0 OO0

the total ending principal balances shown on Line (4) match those
shown on Line (11) of Part V, as shown in Exhibit VI-1
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5. DETERMINING PAST-DUE STATUS

The status of all student loans in repayment or in forbearance
is reported on Lines (3a) through (3h) of Part VI. The sublines
are used to differentiate loans according to their past-due
status. Loans in repayment include FFEL loans beginning at
the end of the grace period, and all Federal PLUS, Federal SLS,
and Federal Consolidation loans beginning after their final
disbursements, unless an authorized deferment has been
granted.

Borrowers who are unable to make their scheduled payments
may be granted forbearance by the lending institution.
Forbearance may consist of a suspension of payments for some
period, or areduction in the amount of each payment. Loans in
forbearance are not considered past due and should be reported
on Line (3a), unless the borrower fails to meet the conditions of
the new payment schedule. Suppose, for example, that a
borrower had not made any scheduled payments on a student
loan for two months. At the request of the borrower, and

considering the circumstances, the lending institution then

agrees to suspend all scheduled payments on the loan for a total
of six months. This loan would have been considered 60 days
past due just prior to forbearance, but now would be considered
current. Because of the forbearance, the loan would not again
be considered past due until the first payment following the end
of the forbearance was missed.

The number of days a loan is past due is the number of days
since a scheduled payment date ifthe amount due has not been
received. For example, suppose a borrower is scheduled to
make monthly payments of $50 each, but pays only $10 one
month. Thirty-one days after the scheduled payment date, that
loan would be considered 31 days past due. Suppose, however,
that the borrower then made an additional $40 payment two
weeks later. The loan now would be reported on Line (3a),

current or less than 31 days past due, because no amount of

outstanding principal or capitalized interest is more than 30
days past due.

Repayment
status

Forbearance
status

Counting days
past due
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A student loan is in default if any payment amount toward the Loans in
principal balance, including capitalized interest, is more than default ‘
180 days past due for loans payable in monthly installments, or

more than 240 days past due for loans payable in less frequent

installments. However, if a claim has been filed on a loan in

default, the principal amount of that loan should be reported on

Line (3g) and not on Lines (3e) or (3f). Loans should not be

reported in Part VI at all once a claim has been paid or the

guarantee has been voided by the guaranty agency.

Determine the amounts to be reported in Part VI by following
these steps: '

Step 8. Calculate the total of the principal balances In-school or
outstanding on all loans of each type that have grace
in-schoolorgrace status at the end of the quarter. balances

These caninclude only Federal Stafford, unsubsidized Stafford,
and FISL loans. Enter the amount in Column (4), Line (1), of
Part VI.

Step 9. Calculate the total of the principal balances Deferment ‘
‘ outstanding on all the loans of each type that are balances
in authorized deferment at the end of the quarter.

Enter the results on Line (2) in the appropriate column of Part
VI for each type of loan.

Step 10. Calculate the total principal balances outstanding Claims filed
_ on all loans of each type on which claims have balances
been filed but not yet paid by the guaranty
agency.

Enter the results on Line (3h) in the appropriate column of Part
VI for each type of loan. Do hot include any loans on which the
_claim already has been paid or for which the guarantee has been
voided.

L VI-22 O
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Step 11. Identify loans of each type in repayment or in
forbearance at the end of the quarter, determine
whether they are past due and, if so, by how many
days.

Step 12. Group the loans of each type by the number of
days the loan is past due using the categories on
Lines (3a) through (3g) on Part VI, and calculate
the total of the principal balances outstanding
for the loans in each past-due group.

Enter theresults on the approprlate line and in the approprlate
column on Part VI.

Loans in
repayment or
forbearance

Repayment
and past-due
balances
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Practice Exercise 5

Here are several examples of loans. Use the information provided in them
concerning repayments to determine the status of each loan for reporting it on Part
VI. Read each description carefully. Then, for each example, indicate the column
letter and line number you would use to report the outstanding principal balance
on that loan in Part VI of ED Form 799. Just indicate the column and line. You do
not have to make any calculations except to determine the number of days a loan ‘
is past due.

A.

~Answer

Carol has received three successive Federal Stafford loans, each for $1,200.

-She has been attending school full time since obtaining her first loan, and is

enrolled as of the end of the quarter, September 30.

Ralph received his last disbursement of a Federal SLS loan on March 1 that
allowed him to complete the remaining few months of school.. It is now
September 30, and Ralph has not yet made any monthly payments on the
loan. His first payment was due on June 1.

Answer

. - Betty received a Federal Stafford loan on September 1. She graduated the

following May 15. On December 1, shortly after her grace period ended, she
received a deferment because of her enlistment in the Navy. It is now
September 30 of the following year.

Answer

Larry was current on his Federal Consolidation loan repayments until the one
due May 15. Although he never made that payment, he did make payments
of the regularly scheduled amounts on June 15, July 15, August 15 and
September 15. Where do you report on this loan's status as of September 30?

Answer

VI-24
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Emily’s parents took out a Federal PLUS loan on April 1 to pay some of her
educational expenses. They were current on their payments through August
1. On August 17, you learned they both died in a plane crash on August 10.
On August 21 your institution filed a claim for the balance of the loan with the
guaranty agency. The claim had not yet been paid as of the end of the quarter

_ on September 30.

Answer

Repayment on Marshall's Federal SLS loan was scheduled to begin on August
21. He explained that he had withdrawn from school, but that he would start
making payments as soon as he began a job he was told he would be offered.
On August 31, your institution agreed to give him a 61-day forbearance on
payments of both principal and interest. What is this loan’s status on
September 307

Answer

VI-25
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Exercise 5 Answers

Column (A), Line (1). All three of these FFEL Program loans are in in-school
status. ‘

Column (C), Line (3e). Some amount has bgen past due since June 1. There
are 121 days in the period beginning June 2 and continuing through
September 30.

Column (A), Line (2). Betty received an authorized deferment on this loan.

Column (D), Line (3a). Larry’s June 15 payment was credited against the
amount due on May 15, and so forth, so his only past due payment is the one
scheduled for September 15, or 15 days ago.

Column (B), Line (3h). A claim on this loan has been filed, but not yet paid.
This loan should be reported on Line (3h) whether or not any amount was past
due at the time the claim was filed.

Column (C), Line (3a). This loan is in forbearance, with payments now not
scheduled to begin until October 31. Because the forbearance period is in
effect, the loan’s repayment status is considered current.
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6. COMPLETE PART VI

After you have entered the totals of the outstanding balances on
Lines (1), (2), and (3a) through (3h) in the appropriate columns,
you must add the balances on these lines to find the sum for
each column, and enter these totals on Line (4) Ending Principal
Balance.

The sums of the ending principal balances for each column in
Part VI must be exactly the same as the sums of the ending
principal balances for each column in Part V of the form. ED will
reject the form if these amounts are not the same.

Step 13. Calculatethe sum ofthe ending principalbalances
for each type of loan and record these amounts
on Line (4) in the appropriate column of Part VI.

Enter zeros in any blank spaces on Part VI, just as you did for
Part V.

Step 14. Check the sums of ending principal balances for

- each type of loan on Line (4) of Part VI to make
sure they match the sums of ending principal
balances reported on Line (11) of Part V.

Calculating
ending
balances

Recording
ending
balances

Ending
balances
must match
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Practice Exercise 6

A partly completed Part VI is shown in Exhibit VI-4. First, calculate the amounts
to be entered on the form for each of the following groups of loans. Record your
results in the appropriate spaces on Exhibit VI-4. All of the spaces you will need
to use are now blank. Second, use the amounts already entered on the form as well
as the amounts you just entered to calculate the ending principal balance for each
column. Enter these totals on Line (4). And, third, check the totals on Line (4) with
the totals you calculated for Line (11) of Part V shown in Exhibit VI-2. Identify any
total ending principal balances that do not match.

Amount Principal

Type , Status Due Amt.

Group A

G. Thomas PLUS 33 days past due 50. 8,383.
Group B

A. Summer CONS claim filed 1,484. 1,484.
Group C

M. Young - STAF deferment 0. 1,692.
Group D

B. Arthur SLS current 185. 3,167.
S. Long - " SLS forbearance 0. 2,057.
P. Anthony SLS 18 days past due 163. 2,716.
GroupE

A. Jones unsub. Staf current 0. 5,000.
B. Stone unsub. Staf cur;ent 0. 4,000.
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Exercise 6 Answers

Group A. The total principal balance is $8,383. You should have entered this
amount in Column (B), Line (3b).

Group B. The total principal balance is $1,484. You should have entered this
amount in Column (D), Line (3h).

Group C. = The total principal balance is $1,692. You should have entered this
~amount in Column (A), Line (2).

Group D. The total principal balance is $7,940. You should have entered this
amount in Column (C), Line (3a).

Group E. The total principal balance is $9,000. You should have entered this
amount in Column (E), Line (1).

The correct Ending Principal Balance for each loan type that you should have

entered on Line (4) is: -

Column (A) Column (B) Column (C) Column (D) Column (E)
Line (4) 123,914 52,304 10,550 8,826 9,000

These Ending Principal Balances all are the same as those you reported on PartV
when you completed Practice Exercise 3 using the information in Exhibit VI-2.
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UNIT VI SELF TEST

In this Unit, you have learned how to complete Part V and Part VI of ED Form 799.
Here is the Self-Test on these two parts. If you are not certain about how to complete
these parts, look back through this Unit.

For this Self-Test, use the information on the First Student Bank’s loan portfolio
shown in Exhibit VI-5. Use blank sheets of paper as worksheets. Then copy the
" results on the blank Part V in Exhibit VI-6 and the blank Part VI in Exhibit VI-7.
The answers to this Self-Test are in Exhibit VI-8 and Exhibit VI-9.

Perform

Steb 1.
Step 2.
Step 3.
Step 4.
Step 5.
Step 6.
Step 7.
Step 8.
Step 9.

Step 10.

every step:

Identify, for each type of loan, all changes in the amount of the principal
balances outstanding during the quarter.

For each change in the principal balance that occurred, determine the
reason for the change. :

For each loan type, determine the total amount of increase or decrease
in the outstanding principal balance that resulted due to each reason.

Determine the total of the beginning principal balances for all loans
within each loan type, and record these amounts on Line (2) of Part V.

If there was an adjustment to the beginning principal balance in any
column, put a check mark in the corresponding space on Line (1).

Record the total amount of the changes due to each reason on the
appropriate line for each loan type.

Determine the total ending principal balance for each type of loan and
enter these amounts on Line (11).

Calculate the total of the principal balances outstanding on all loans that
have in-school or grace status at the end of the quarter.

Calculate the total principal balances outstanding on all loans of each
type that are in authorized deferment at the end of the quarter.

Calculate the total principal balances outstanding of all loans of each
type on which claims have been filed but not yet paid by the guarantee
agency.

o
a3
O
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Step 11. Identify all loans of each type in repayment or in forbearance at the end
of the quarter, determine whether they are past due and, if so, by how
many days.

Step 12. Group the loans of each type by the number of days they are past due
using the categories on Lines (3a) through (3g) on Part VI, and calculate
the total of the principal balances outstanding for the loans in each past-
due group.

Step 13. Calculate the sum of the ending principal balances for each type of loan
and record these amounts on Line (4) in the appropriate column of Part
VI .

Step 14. Check the sums of the ending principal balances for each type of loan on
Line (4) of Part VI to make sure they match the sums of ending principal
balances reported on Line (11) of Part V.
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ANSWERS TO THE SELF-TEST

Your completed Part V should look like the one in Exhibit VI-8. Check all of your

- answers carefully.

You should have filled in the LID and PAGE blanks at the top.

In Column (A), $2,000 is the principal amount of the Federal Stafford loans
disbursed to B. Ruth and J. Joyce.

In Column (A), $25,000 was the amount of loans sold.

In Column (A), $1090 included payments of $90 on loan principal received during
the quarter from M. Harris and B. Radley. The $1000 represents funds not
cashed within 120 days of disbursement.

In Column (B), $1,500 is the principal amount of the Federal PLUS loan disbursed
to F. Scott on 11/05/92.

In Column (B), $20 was the sum of payments on loan principal received during the
quarter from J. Austin.

In Column (C), $1,600 is the principal amount of the Federal PLUS Loan disbursed
to A. Siddons on 12/05/92.

In Column (C), $25 was the sum of the payments on loan principal received during
the quarter from R. Butler. '

In Column (E), $7,750 is the principal amount of the unsubsidized Federal Stafford
loans disbursed to G. Brett, A. Jones. and O. Henry.
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Your completed Part VI should look like the one in Exhibit VI-9. Check all of your
answers carefully.

You should have filled in the LID and PAGE blanks at the top.

- In Column (A), B. Ruth, J. Joyce, T. Elliot, and D. Travis have "in-school” status

at the end of the quarter.

In Column (A), $5,910 is the amount of loans that are current or less than 31 days
past due.

In Column (A), $800 is the amount 91-120 days past due.

In Column (B), $2,000 is the amount of the Federal PLUS Loan to R. Arnold that
is in deferment status.

In Column (B), $4,480 is the amount of loans that are current or less than 31 days
past due.

In Column (C), $2,400 is the principal amount of the Federal SLS Loans toJ. Bond
that is in deferment status.

In Column (C), $2,575 is the amount of the loans that are current or less than 31
days past due.

The amounts on Line (11) of Part V match the amounts on Line (4) of Part VI.
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1.

UNIT VII

ASSURING QUALITY IN
STUDENT LOAN REPORTING

LENDER RESPONSIBILITIES

Every lender participating in the FFEL programs is responsible
for making sure that the information reported quarterly on ED
Form 799 is accurate. Mistakes can occur, but they can be
eliminated by careful planning, up-to-date records, and a little
extra diligence in preparing the form.

Here are five problem areas that often are the cause of mistakes
in student loan information reports:

A.

Loan Eligibility. Not all loans to students are FFEL program
loans and not all FFEL program loans qualify for interest
and special allowance. There are many regulations regarding
the eligibility of borrowers, the size of the loan, the use
made of the proceeds, and the requirements for payment.
If these conditions are not met, the loan may not be eligible
for either interest benefits or special allowance. Aloan also
may lose its eligibility under certain circumstances, such
as when the guarantee is voided. Only those loans that
qualify for interest and special allowance under the
FFEL program should be reported in Parts II, III and IV
of ED Form 799. All FFEL program loans, whether they
qualify for subsidies or not, must be reported in Parts V and
VI. The only exception is those loans on which the guarantee
was voided in an earlier quarter.

Responsibility
for accuracy

Loan
eligibility
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Supporting Documentation. Lenders are required to
maintain complete and accurate records on all of the
loans. A requestforinterest benefits or special allowance
should not be made unless the lender has all of the
documentation that's needed to support the request. This
includes evidence of the borrower’s eligibility, the loan
documents, substantiation of the student’s status, and
acknowledgement of the loan’s guarantee under the
program. The lender also must retain documentation

to support all calculations made to complete the form,

including those for adjustments. All figures submitted
in calculations must have audit support and
documentation at the borrower level. Examples of
acceptable documentation would include: general ledger
controls, subcontrols, trial balances, transaction/history
reports, accrual reports, and daily balance totals.

Due Diligence. Although borrowers are required to report
any change in their status that would affect their loans.
lenders are responsible for making reasonable efforts to
make sure this information is accurate and up-to-date.
Interest benefits on Federal Stafford Loans. for example,
can be requested only during the time the student is in
school, in the grace period, or in an authorized deferment.
Lenders must maintain records on when.a student's
status was most recently confirmed. Lenders also must
exercise due diligence to prevent fraud and abuse of the
student loan program.

Prompt Posting. Many errors result from a lender failing

to promptly post information, particularly on deferments.

refunds received, claims paid, loans sold or purchased,
and payments received. Posting delays often result in
reporting erroneous principal balances at the end of a

quarter. ED relies on lenders being up to date in the’

amounts they report for interest benefits and special
allowance. When a lender is late in posting a payment,
deferment, or other change in the status of a loan. an
incorrect payment from ED may result.

Supporting
documentation

Due diligence

Prompt
posting
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E. Clerical and Computational Accuracy. It is important to Clerical and
‘ check all of the information that is used to prepare the form computational

as well as the results of all computations. In addition to accuracy
transcription and keypunching errors, the kinds of clerical

mistakes frequently made include failing to reverse a

transaction if the disbursement check was not cashed in

120 days, reporting loans using the wrong interest rates,

and failing to code loans properly. Computational errors

may result, for instance, when an incorrect number of days

is used to calculate the average daily principal balance for

that quarter. The form should be reviewed by two different

persons to ensure accuracy and completeness.

All of these problem areas can be avoided through a combination Avoiding
of systematic procedures, routine internal audits, and occasional problems
spot checks. These precautions not only will prevent your

quarterly report from being rejected by ED, but also will save

you considerable time and possible embarrassment when your

institution has an on-site review or formal audit of its student

loan portfolio.

Q ) _ oy -
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Practice Exercise 1

Review the descriptions of the five problem areas on pages 1 and 2 of this unit. For
each, identify one example from your own institution's operations where past
mistakes would have been prevented or future mistakes would be better avoided.
Finding these examples does not mean your institution is deficient in its quality
controls. It does mean that your institution, like all others, could improve the
accuracy of its student loan reports.

A.  Loan Eligibility:

B. . Supporting Documentation:

C. Due Diligence:

D. Prompt Posting:

E. Clerical and Computational Accuracy:

o : VII-4
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2. ORGANIZING STUDENT LOAN INFORMATION

The beginning point for preparing ED Form 799 is the information
contained in your institution’s individual loan records,

subcontrols, trial balances and general ledger accounts. Most

of the errors made in preparing the form occur because this
information is incomplete, incorrect, out of date, or not detailed
enough.

Lenders are permitted to devise their own approaches and
techniques for developing and maintaining loan records. No
particular format is required. Although program regulations
specify what documentation must be kept, the following
information will be needed within each record in order to
prepare your quarterly report.

~A.  Loan designation. Each loan should have the designation

necessary to service it according to the rules applicable to
the loan.

B. Borrower identification. Names or numbers can be used to
identify the borrower on the loan record. This identification
should be sufficiently specific to allow you to match each
record with its promissory note file and any other supporting
documentation. The borrower’s identification also is needed
to determine whether the individual has reached the
maximum cumulative amount of loans outstanding and to
determine the applicable interest rate for new loans to
borrowers with earlier loans still outstanding.

C. Loan type. The loan record must indicate the type of that
loan. For reporting purposes, loans have to be categorized
by types. These types are Federal Stafford and FISL,
Federal PLUS, Federal SLS, Federal Consolidation, and
unsubsidized Federal Stafford loans. Certain older loans

still outstanding have different names but they are to be

included under one of these five types as explained in Unit
I. Also, special treatments apply to loans made or purchased
with tax-exempt funds, as explained in Unit V, and these
loans should be differentiated from other loans of the same

type.

Information
needed

Loan
designation

Borrower
identification

Loan type
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Loan date and amount. The date the loan was made
(disbursed) determines its special allowance category, its

| origination fee amount, if it is a Federal Stafford Loan, and

itsallowableinterest rate. The amountis needed to establish

that the borrower has not exceeded his or her student loan

limit for the year or cumulatively. The date a loan is made
is the date of the first disbursement of the loan.

Interest rate. Aloan’s applicable interest rate is needed for
reporting special allowance and reporting origination feesfor
Federal Stafford, PLUS, SLS, and unsubsidized Stafford
loans. The actual interest rate for Federal Stafford and
Consolidation loans is also needed to report interest
benefits. Particular attention must be given to Federal
Stafford Loans made to new borrowers on or after July 1,
1988 that carry an 8%/10% rate. The rate on these loans
increases from 8% to 10% in the fifth year after repayment
begins. Federal SLS and Federal PLUS loans made after
July 1, 1987 have a variable, or “VAR", interest rate. Loans
made after October 1, 1992 have a variable or "EVAR"
interest rate. These rates are the applicable rates; actual
rates may vary. Certain fixed rate loans of 7%, 8%, 9%, and
8%/10% which are converted to variable rates will have
new variablerate codes. These codes, (FVAR7, FVARS,
FVAR9, or FVARI10), will apply to the corresponding "old"
fixed rate. By law these loans have a maximum allowed
rate referred to as a "cap”. The cap for FVAR7 loans is 7%
regardless of the applicable interest rate. The cap for
FVARS loans is 8% and so on.

Disbursement dates and amounts. Both the date and the
amount of each disbursement are required. Both are used
to calculate the average daily principal balance outstanding
on the loan. The date of the disbursement also establishes
when the 120 days allowed for cashing the disbursement
check has expired. After 120 days, the amount no longer
is eligible for interest benefits or special allowance.

Student status dates. Guaranty agencies are required to
make periodic determinations of the status of students
who have received Federal Stafford loans and have not yet
begun repayment, and to report changes in their status to
the lender. Also, while guaranty agencies often report
changes in a borrower’s deferment status as well, the
lender must track these changes so the loan will be

Loan date and
amount

Interest rate

Disbursement
dates and
amounts

Student
status dates
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removed from deferment status when appropriate. You
must update your records to reflect changes received in
enrollment status dates and deferment ending dates to
ensure that you do not overbill for interest benefits. All
transactions must be recorded on the day that they occur.

Payment schedule. The dates and amounts of scheduled
payments are needed to determine whether loan payments
are delinquent and, if so, the amount that is past due at the
end of the quarter.

Payment dates and amounts. The date and amount of each
payment received is required both to determine whether
loan payments are delinquent and to calculate the average
daily balance outstanding on the loan.

Amounts capitalized with dates. The interest due on aloan
may be capitalized during certain periods, when authorized
by program regulations and the policies of the guaranty
agency. These increases in the principal amount of the
loan, and the dates they occurred, should be contained in
the loan record. They are needed to calculate the average
daily principal balance, and also to report the amounts of
interest capitalized in Part V of ED Form 799.

Purchase or sale transactions. The date on which a student
loan was bought or sold should be contained in the loan
record as well as the name of the selling or purchasing
institution. ‘

Other changes in principal balance. The date, amount, and
reason for all other changes in the principal balance
outstanding on a student loan must be recorded. These
changes may occur when the guarantee is voided, when
the loan is converted to a Federal Consolidation loan, when
the principal on the loanis paid in full, when a disbursement
check is returned uncashed, or when the borrower makes
an advance payment toward the loan principal.

Ending principal balance. The loan record should include
the amount of principal outstanding on the loan at the end
of the quarter.

. Payment

schedule

Payment
dates and
amounts

Amounts
capitalized
with dates

Purchase or
sale
transactions

Other
changes in
principal
balance

Ending
principal
balance
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N. Average daily balance. Each loan record must show the = Average daily
average daily balance for the quarter. Thisis veryimportant balance ‘
on Parts III and IV of ED Form 799.

O. Adjustment reasons and dates. If an adjustment is needed Adjustment
in the loan’s ending principal balance or average balance reasons and
for an earlier quarter, it should be explained as part of the dates

loan record. The explanation should include the effective
date of the adjustment and, if appropriate, a record of the
recalculation of the average balance for the quarter or
quarters affected.

P. Eligibility. Whether or not the loan is eligible for interest Eligibility
benefits, special allowance, or both during the quarter
should be indicated. If there was a change in eligibility
during the quarter, the date and reason for the change also
should be recorded.

In addition to this information on individual loans, lenders also Maintaining
must maintain documentation on how loans were aggregated documentation
for reporting purposes and how the calculations needed to

prepare ED Form 799 were performed. This documentation

must be sufficiently detailed down to the borrower level to

allow an auditor or reviewer to reconstruct the form you

submit. '
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‘ : Practice Exercise 2

Lenders vary in what information is entered into their loan records, how this
information is coded and organized, and how much information is contained in
their automated systems.

Exhibit VII-1 contains a loan record of the kind an institution might use to prepare
a quarterly ED Form 799. This loan record should reflect all needed information
contained in the following description of the loan’s history. However, the record in
the exhibit contains four errors. Either some important information is missing or
it has been entered incorrectly in the record.

Read the description carefully, and compare the information in it with the
information in the loan record. Identify the four errors. The loan record should be
complete and correct through March 31, 1989.

LOAN HISTORY: Tom Scott applied for a $1,200 Federal
Stafford Loan on August 17, 1987 so he could enroll in
Branch State College on September 1, 1987. The interest
rate was 8%. The lender made two equal disbursements, one
on September 1, 1987 and one on January 15, 1988. Each

‘ disbursement was for $600, before deductions for the
insurance fee of 3%, or $18, and for the origination fee of 5%,
or $30. Both checks, for a net amount of $552 each, were
cashed within 30 days of disbursement.

On June 30, 1988, Tom reported that he had left school on
April 20 because of his poor grades. The grace period
therefore ended six months after the end of his last month
of attendance, on October 31, 1988. Tom’s repayment
schedule called for monthly payments beginning November
30. Each payment was to be $50 for interest and principal
combined. Payments of $50 each were received on November
30, January 18, February 19, and March 30. No payment
was received during December.

Tom'’s Social Security Number is 411-73-0825.
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(" Exhibit VII-1 h

LOAN RECORD
Loan: S-87-6338 To:  411-73-0825
08-17-87 Thomas L. Scott
$1,200.00 Branch State College
Subsidized loan; 'yes : Special allowance: yes
Interest benefits: yes
Eligible this quarter
DISBURSEMENT RECORD
Insurance Origination Paid by. Principal
Date Amoun Fee Fee Check Balance
09/01/87 $600.00 18.00 30.00 552.00 600.00
01/15/88 600.00 18.00 30.00 552.00 1,200.00

# Notice of withdrawal received 6/30/88 effective 4/20/88; repayment
schedule sent 7/15/88 to begin 11/30/88 at $50 per month.

PAYMENT RECORD

Applied to Appliedto Interest Principal
Date Amount  Principal Interest Capitalized Balance

11/30/88 50.00 42.00 8.00 . 1,158.00
01/18/89 50.00 42.28 7.72 1,115.72
02/20/89 50.00 42.56 7.44 1,073.16
03/30/89 50.00 35.65 14.35 1,037.51

# 02/28/89 payment is 31 days past due, as of 3/31/89

Q VII-10
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Exercise 2 Answers

You should have found these four errors in the loan record:

1.

Interest rate. The interest rate on this loan, 8%, is not indicated.

Payment date. The February, 1989 payment was received on February 19,
not on February 20. This would make the amount of the average daily balance
larger for this loan than it should be.

Days past due. As of the end of the quarter, this loan is 1 day, not 31 days,
past due. The February payment was received in March, so itis only the March
payment that is due.

Eligibility. This loan no longer is eligible for interest benefits because the
grace period expired October 31, 1988 and has been in repayment since
November 1, 1988. The previous quarterly ED Form 799 also should be
checked to determine whether an adjustment to the amount of interest
benefits requested is needed.




3. CHECKING ED FORM 799

You must check the ED Form 799 you prepare carefully before Checking ED .
it is submitted for processing. Any errors or omissions will Form 799

result in the form being rejected, and delay any payments due

to your institution from ED.

There are check lists you can use to review your report on the
following pages. There is a set for the form as a whole plus one
set for each part of the form. You can use these check lists
whether you prepare your ED Form 799 by hand or with a
computer. If you submit a computer printout, you must make ‘
sure that all of the required information is given, and that the
columns and lines in each part match those in the preprinted
form. :

Overall
Entire ED Form 799 checklist

D Your LID and the PAGE number must appear on every
page. Pages should be numbered sequentially.

D The box at the bottom must be checked, or the use of
continuation pages noted, if more than one page is
required for Part II, Part III,or Part IV.

D All dollar values must be positive and, except for Column
(E)in PartIlIl, must be rounded to the nearest whole dollar
amount. Do not indicate any negative values.

D All percentages must be entered in decimal form. In Part
I, use ".08/.10” as the interest rate for Federal Stafford
Loans having rates that increase in the fifth year after
repayment begins. In Part IV, use "VAR" for Federal SLS
and Federal PLUS Loans that carry a variable. interest
rate if first disbursed before October 1, 1992 and "EVAR"
for variable rate loans made after October 1, 1992. In
Parts I and IV, use "FVAR7", "FVAR8", "FVAR9", or
"FVAR10" for converted fixed rate loans. See VII-6(G) for
more details on FVARSs.

D The enveiope used to mail the form is correctly addressed
as shown in the box on Part I of the form.
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Part I
. Part I: Identification and Certification checklist

D All preprinted information, including the lender’s LID,
name, address, and Employer Identification Number
must be correct. :

E] The Servicer’s name and address, ifused, and the lender’s
- Routing Number and Account Number for Deposit, if
used, must be correct.

D The quarter and year covered by this report must be
entered.

The report that is submitted must have an original
signature and be dated.

U

D The name and telephone number of a person to contact
must be given.

. Part II

Part II: Loan Origination & Lender Loan Fees checklist

d  columns (), ®). (©). (D) and (E) must be completed for
each line used. Completing Column (F) is optional.

E] There must be an entry for the current quarter even if the
principal amount of qualifying loans disbursed during
the quarter is zero.

D' Only Federal Stafford, FISL, PLUS, SLS, and Unsubsidized
Stafford Loans are included, and only the principal
amount of disbursements made during the current quarter
are reported on lines with a Fee Code of FN.

D The rate reported in Column (D) must be the applicable,
or maximum allowable interest rate, not the actual rate.
The only rates that can appear are .07, .08, .09, .08/.10,
EVAR, FVAR7, FVARS, FVARY9, and FVARI1O0.
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D The principal amount reported in Column (E) must be the
: amount prior to any deductions for the origination fee or
lender loan fee.

D Adjustments reported using fee codes of FI or FD that .
affect the principal balance outstanding also may have to
be reported in Parts III, IV, and V.

EI The total amount reported in Column (E) on lines with a
Fee Code of FN and FS must match the amount reported
in Part V, Column (A), Line (3) unless the origination fee
does not apply to one or more non-subsidized loans.

D Any amounts reported in Column (E) on lines with a Fee
Code of FB or FS must be included in the amounts
reported in Part V, Column (A) on Lines (5) and (7)
respectively.

EI All FFEL Program loans are subject to Lender Loan fees.

Part III
Part III: Interest Benefits c;:cklisf .

D Columns (4), (B), (C), (D) and (E) must be completed for
' each line with a Billing Code of BC or EC. Completing
Column (F) is optional.

D Only eligible Federal Stafford or FISL Loans are included,
and only when the student is in school, in the grace
period, or during an authorized period of deferment.
Loans in repayment or in forbearance areé not eligible.
Consolidation loans are eligible only when the student is
in an authorized deferment.

D The rate reported in Column (B) must be the actual
interest rate, entered using up to four decimal places.
Loans made at the 8%/10% rate are entered as .08 while
the student is in school or in the grace period. The rate
entered for a period of deferment depends on whether the
repayment period began less than, or more than, four
years earlier. '
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D The average daily principal balance reported in Column
(E). must be calculated using the actual number of days
in the quarter.

EI The average daily principal balance in Column (E) must
accurately reflect the exact dates of all changes in principal
balance outstanding. These include the dates of new
disbursements, claims payments, guarantees voided or
cured, sales or purchases of loans, the end of the grace
or deferment periods, and the end of the 120 days allowed
for a disbursement check to be cashed.

EI Adjustments reported using Billing Codes of BI or BD
that affect the principal balance outstanding also may
have to be reported in Parts II, IV, and V. '

EI The total amounts reported in Column (D) on lines with
a Billing Code of BC must match the total amounts
reported in Part VI, Column (A), Lines (1) and (2), except
for non-subsidized loans and loans on which a claim is
pending for reasons other than default.

EI If Column (F) is completed for a line with a BC Billing

‘ Code, the amount shown must equal the interest rate in

.Column (B), times the average balance in Column (E),

times the number of days in the quarter, divided by the

number of days in the year. If the actual accrual method

is used, only small differences due to rounding will be
acceptable,

. - Part IV
Part IV: Special Allowapce | checklist

EI All columns except Column (I) must be completed for
each line with a Billing Code of BC or EC. All columns
except for Columns (G) and (H) must be completed for
each line with a Billing Code of BI, BD, EI, or ED.
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All groups of loans must be identified by the correct
Special Allowance Category based on the date of the loan
and, sometimes, the date of enrollment (see the table in
Exhibit V-2).

The rates reported in Column (E) must be the applicable
interest rate, not the actual rate. The only rates that can
appear are .07, .08, .09, .10, .11, .12, .13, .14, VAR,
EVAR, CVAR, FVAR7, FVARS8, FVAR9, and FVARIO.
Loans with rates less than 7% should be entered as .07.
Loans with 8%/10% rates should be entered as .08
during the first four years of repayment and as .10 after
that.

The average daily balance reported in Column (H) must
be calculated using the actual number of days in the
quarter. Adjustments must be calculated using the actual
number of days in the quarter specified in Columns (A)
and (B).

The average daily principal balance in Column (H) must
accuratelyreflect the exact dates of all changes in principal
balance outstanding. These include the dates of new
disbursements, claims payments, guarantees voided or
cured, sales or purchases of loans, the end of the 120
days allowed for a disbursement check to be cashed, and

repayments toward loan principal.

Adjustments reported using Billing Codes of BI or BD
that affect the principal balance outstanding also may
have to be reported in Parts II, III, and V.

The total amounts reported in Column (G) on lines with
a Billing Code of BC must match the sum of the amounts
reported, by type of loan, in Part V, Line (11) and in Part
VI, Line (4), except for loans that do not qualify for special
allowance.
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) . Part V
Part V: Changes in Loan Principal checklist

D All spaces in Part V must be filled in. Use a zero where no
dollar amount is to be reported.

D Any amounts reported in Column (D), Line (3) must be
included in the amounts reported in Column (A), (B), or
(C) on Line (10) if the disbursement was used to repay
outstanding Part B loans.

D A check mark must appear in Line (1) if any adjustments
affecting the principal balance outstanding at the end of
the previous quarter are reported in Parts II, III, or IV.

D The amount reported in Column (A), Line (3) must match
the amount reported in Part II, Column (D) on lines with
a Fee Code of FN and FS, unless the origination fee does
not apply to one or more non-subsidized loans.

D Any amountsreported in Column (4), Lines (5) or (7) must
‘ ' include amounts reported in Part II, Column (D) on lines
with a Fee Code of FB or FS.

D ., The amounts reported on Line (1 1) must match the total
amountsreported, by type ofloan, in Part IV, Column (G),
except for loans that do not qualify for special allowance.

D The amounts reported on Line (11) must match the
amounts reported in Part VI, Line (4), by type of loan.
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Part VI: Loan Portfolio Analysis

d
4

All spaces in Part VI must be filled in. Use a zero where
no dollar amount is to be reported.

Line (1) applies only to Federal Stafford and FISL Loans
reported in Column (4). Line (1) must contain a zero in
Columns (B). (C), and (D).

The total amounts reported in Column (A), Lines (1) and
(2) must match the total amounts reported in Part III,
Column (C) on lines with a Billing Code of BC, except for
non-subsidized loans and loans on which a claim is
pending for reasons other than default.

The amounts reported on Line (4) must match the total
amounts reported, by type ofloan, in Part IV, Column (G).
except for loans that do not qualify for special allowance.

The amounts reported on Line (4) must match the
amounts reported in Part V, Line (11), by type of loan.

Part VI
checklist
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Practice Exercise 3

Exhibit VII-2, on the next two pages, contains Parts II through VI of an ED Form
799 containing the quarterly report on a very simple portfolio. Use the checklists
justshownyou to examine this report for possible errors. There are six discrepancies
in this exhibit. For each, indicate the part of the form and the column and line that
is incorrect. If the discrepancy is because two amounts do not match, indicate the
part, column, and line for each of these amounts. Assume all loans qualify for
special allowance, and that all Federal Stafford Loans are subsidized.
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4 Exhibit VII-2 A
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® ( Exhibit VII-2 (Continued) )
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Exercise 3 Answers

Your answers may be in any order.

1. The amount in Part II, Column (E), Line (1) does not match the amount
in Part V, Column (A), Line (3). These two amounts should be the same.

2. The total of the amounts in Part III, Column (D) does not match the
amounts in Part VI, Column (A), Lines (1) plus (2). Interest benefits should
apply to all qualifying Federal Stafford Loans with an in-school, in-grace, or
in-deferment status.

3. Thelnterest Ratein Part IV, Column (E), Line (8)is incorrect. 11.5%(.115)
was never an applicable interest rate.

4. The total of the Ending Balances in Part IV, Column (G) for Federal SLS
Loans does not match the amount in Part V, Column (C) Line (11). These
amounts must match.

5. The amount in Part V, Column (C), Line (11) does not match the amount
in Part VI, Column (C), Line (4). These amounts must match.
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UNIT VII SELF TEST

You have now learned about likely sources of errors that are made when ED Form
799 is prepared, about the information that must appear in a loan record in order
to prepare a quarterly report, and about ways of checking a completed ED Form
799 for accuracy and completeness.

For this Self-Test, review your answers to the Self-Tests you completed for Units
I1, 111, IV, V, and VI. Use the check lists in this Unit as you examine each part of
the form. You may find errors you did not correct earlier, or did not notice before.

As you inspect each part of the form, review the steps listed in the Self-Test for that
Unit. Make sure you remember how to do each step. If not..go back and reread the

. section where that step was presented.
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CONCLUSION

This Workbook has covered all of the basic information you need to complete the

new ED Form 799. You have learned about., and have practiced, all of the steps and
calculations.

The new form is required for any billing received by ED on or after April 1, 1993.
You may not use the new form before April 1. When you do switch to the new form,
use this Workbook as a guide to help you through each step. Give yourself plenty
of time to refresh your understanding of the information to be reported in each part.
You may want to go through the entire Workbook again before you begin. This will
help you avoid mistakes that could result in your submission being rejected.

VII-24




APPENDIX A

SOURCES OF INFORMATION

Lenders who have questions about ED Form 799 about how to report on unusual
student loans in their portfolio, or about which loans qualify for interest benefits
or the special allowance can contact the following information sources.

STUDENT AID INFORMATION CENTER

The Federal Student Aid Information Center primarily provides information about
Federal student aid programs to students, parents, and educators. It offers
information on the loan process, participating schools, and eligibility for financial
assistance. The Center can be contacted using its toll-free number from 9:00 a.m.
to 5:30 p.m. (Eastern Time), Monday through Friday. To order additional copies
of the Self-Instructional Workbook for the ED Form 799 or to obtain an ED Form
799 if you have not received one, call or write to the Center.

Federal Student Aid Information Center
P. O. Box 84
Washington, D.C. 20044

Telephone: (800) 4 FED AID

LENDER UPDATE DESK

The Lender Update Desk should be contacted if the lender wishes to change or stop
using a servicer, modify its routing. number and account number for electronic
funds transfer (EFT), or terminate their participation in the program.

U.S. Department of Education
. Lender Update Desk
P.O. Box 23457
L’Enfant Plaza Station
Washington, D.C. 20026-3457
AX: (202) 708-9904

Telephone: (202) 708-9776
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INTEREST PAYMENT PROCESSING

The ED Form 799 you submit is processed in Greenville. Call this location if you
have questions about why your ED Form 799 was returned to you or if you want
to inquire about the status of your submission.

U.S. Department of Education
Interest Payment Processing
Post Office Box 4134
Greenville, TX 75403-4134

Telephone: (903) 408-4541

Payment of Federal Consolidation Loan Rebate Fees should be submitted to the
following address:

U.S. Department of Education
Interest Payment Processing
P.O. Box 4138

Greenville, TX 75403-4138

ED REGIONAL OFFICES

Many ED Regional Offices have a Guaranteed Student Loan Branch that can assist
lenders by answering questions about ED Form 799 and how to calculate
origination fees, interest benefits and special allowance when unusual problems
are encountered. A lender should contact the Regional Office that serves its
geographic area on student loan lender issues.

Region I: Serving CT, ME, MA, NH, RI and VT

Guaranteed Student Loan Branch

U.S. Department of Education, Region I

Office of Student Financial Assistance

J. W. McCormack Post Office and Courthouse Building
5 Post Office Square, Room 502

Boston, MA 02109

Telephone: (617) 223-9333

Region II: Serving DE, DC, MD, NJ, NY, PA, VA, WV, Puerto Rico and the
Virgin Islands:

Guaranteed Student Loan Branch

U.S. Department of Education, Region II
Office of Student Financial Assistance
26 Federal Plaza, Room 3954

New York, NY 10278-0043

Telephone: (212) 264-8143
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Region IV:

Serving AL, FL, GA, KY, MS, NC, SC and TN

Guaranteed Student Loan Branch

U.S. Department of Education, Region IV

Office of Student Financial Assistance

101 Marietta Tower, Suite 2217 ’

- Atlanta, GA 30323

Region V:

Region VI:

Region IX:

Telephone: (404) 331-0526

Serving IL, IN, Mi, MN, OH and WI

Guaranteed Student Loan Branch

U.S. Department of Education, Region V
Office of Student Financial Assistance
401 South State Street, Room 700-D
Chicago, IL. 60605

Telephone: (312) 353-0377

Serving AR, IA, KS, LA, MO, NE, NM, OK and TX

Guaranteed Student Loan Branch

U.S. Department of Education, Region VI
Office of Student Financial Assistance
1200 Main Tower, Room 2150

Dallas, TX 75202

Telephone: (214) 767-3811

Serving AK, AZ, CA, CO, HI, ID, MT, NV, ND, OR, SD, UT, WA,
WY, American Samoa, Guam, Federated States of Micronesia,
Palau, Marshall Islands, and Commonwealth of the Northern

Marianas :

Guaranteed Student Loan Branch

U.S. Department of Education, Region IX
Office of Student Financial Assistance
50 United Nations Plaza

San Francisco, CA 94102

Telephone: (415) 556-1630




APPENDIX B

'GUARANTY AGENCIES

Contact your guaranty agency concerning regulations that apply to the FFEL
programs or inquiries regarding how particular loans should be reported.

Alabama

Alabama Commission on Higher Education
One Court Square, Suite #221
Montgomery, AL 36197-0001

Telephone: (205) 281-1921

Alaska

Alaska Commission on Postsecondary Education
P. O. Box 110505

400 Willoughby Avenue

Juneau, AK 99811-0505

Telephone: (907) 465-2854

Arizona

Arizona Educational Loan Program (USAF)
2600 N. Central Ave., Suite #621
Phoenix, AZ 85004

Telephone: (602) 252-5793

Arkansas

Student Loan Guarantee Foundation of Arkansas
101 East Capitol Ave., Suite #401
Little Rock, AR 72201

Telephone: (501) 682-2952

306



California

California State Aid Commission

P.O. Box #510845 -
1515 "S" Street, Suite #500, North Bldg.
Sacramento, CA 94245-0845

Telephone: (916) 322-1904

Colorado

Colorado Student Loan Program
999 18th Street, Suite 425
Denver, CO 80202-2440

Telephone: (800) 727-9834

Connecticut

Connecticut Student Loan Foundation
P. O. Box 1009

525 Brook Street

Rocky Hill, CT 06067

Telephone: (203) 257-4001

Delaware

Delaware Higher Education Loan Program
Carvel State Office Bldg.

820 North French Street, 4th Floor
Wilmington, DE 19801

Telephone: (302) 577-6055

District of Columbia

Higher Education Loan Program of Washington, D. C.
801 Pennsylvania Ave., S.E. -
Washington, D.C. 20003

Telephone: (202) 547-1571

or

Office of Postsecondary Research & Assistance
1331-H St. N.W., Suite 600
Washington, D.C. 20005
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Florida

‘ Florida Department of Education

‘ Office of Student Financial Assistance
325 W. Gaines St.

Tallahassee, FL 32399-0400

Telephone: (904) 488-7043

Georgia
Georgia Higher Education Assistance Corporation
2082 E. Exchange Place, Suite #200
Tucker, GA 30084
Telephone: (404) 493-5468
Hawaii

Hawaii Education Loan Program (USAF)
1314 S. King, Suite 861
Honolulu, HI 96814

Telephone: (808) 536-3731

‘ Idaho

Student Loan Fund of Idaho Marketing Association, Inc.
Processing Center '

P.O. Box 730

Fruitland, ID 83619-0730

Telephone: (208) 452-4058

Illinois

Illinois Student Assistance Commission
106 Wilmot Road
Deerfield, IL 60015

Telephone: (708) 948-8500
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Indiana

Iowa

Kentucky

Louisiana

Maine

State Student Assistance
150 N. Market St., 5th Floor
Indianapolis, IN 46204-1088

Telephone: (317) 232-2350
or

United Student Aid Funds, Inc.
Processing Center

8115 Knue Rd., P. O. Box 50827

Indianapolis, IN 46250-0827

Iowa College Aid Commission
914 Grand Avenue
Des Moines, IA 50309

Telephone: (515) 281-3501

Kentucky Higher Education Assistance Authority
West Fraternal Office Complex

1050 U.S. 127 South, Suite 102

Frankfort, KY 40601 ‘

Telephone: (502) 564-7507

Louisiana Student Financial Assistance Commission
P.O. Box 91202

1885 Wood Dale Blvd.

Baton Rouge, LA 70821

Telephone: (504) 342-9415

Finance Authority of Maine o

Division of Higher Ed. Services-FFEL Program
State House Station #119

Augusta, ME 04333

Telephone: (207) 287-2183




Maryland

Maryland Higher Education Loan Corporation
2100 Guilford Avenue, Room 305
Baltimore, MD 21218-5850

Telephone: (410) 333-6555

Massachusetts

American Student Assistance
Berkley Place

330 Stuart Street

Boston, MA 02116

Telephone: (617) 426-9434

Michigan

Michigan Guaranty Agency
P.O. Box 30047
Lansing, MI 48909

Telephone: (800) 642-5626

Minnesota

Northstar Guarantee Inc.
P.O. Box 64102
St. Paul, MN 55164-0102

Mississippi

Mississippi Guaranteed Student Loan Program
P.O. Box 2336

3825 Ridgewood Road

Jackson, MS 39205

Telephone: (601) 981-9425

Missouri

Missouri Coordinating Board for Higher Education
101 Adams Street
Jefferson City, MO 65101

Telephone: (314) 751-2361
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Montana

Nebraska

Nevada

Montana Guaranteed Student Loan Program
33 South Last Chance Gulch Freeway
Helena, MT 59620

Telephone: (406) 444-6594

Nebraska Student Loan Program
P. O. Box 82507

1300 "O" Street

Lincoln, NE 68501-2507

Telephone: (402) 475-8686

Nevada State Department of Education (USAF)
400 W. King St./Capitol Complex
Carson City, NV 89710 :

Telephone: (702) 885-5914

New Hampshire

New Hampshire ngher Education Ass1stance Foundation
P.O. Box #877
Concord, NH 03302-0877

Telephone: (603) 225-6612

New Jersey

New Jersey Higher Education Assistance Authority
Office of Student Assistance

4 Quakerbridge Plaza, CN 540

Trenton, NJ 08652

Telephone: (609) 588-3200

New Mexico

New Mexico Educational Assistance Foundation
P.O. Box 27020

3900 Osuna, NE

Albuquerque, NM 87125-7020

Telephone: (505) 345-3371
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New York

New York State Higher Education Services Corp.
99 Washington Avenue

_Albany, NY 12255

Telephone: (518) 474-3219

North‘ Carolina

North Carolina State Education Assistance Authority
P.O. Box 2688
Chapel Hill, NC 27515-2688

Telephone: (919) 549-8614

North Dakota

Ohio

Oklahoma

Oregon

Student Loans of North Dakota
Box Number 5524
Bismarck, ND 58502-5524

Telephone: (701) 224-5600

Ohio Student Loan Commission
P.O. Box 16610

309 South Fourth Street
Columbus, OH 43266-0610

Telephone: (614) 466-3091

Oklahoma State Regents for Higher Education
P.O. Box 3000

State Capitol Complex

500 Education Building

Oklahoma City, OK 73105

Telephone: (405) 840-8300

Oregon State Scholarship Commission
Valley River Office Park

1500 Valley River Drive, Suite 100
Eugene, OR 97401

Telephone: (800) 452-8807
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Pacific Islands

Pacific Islands Educational Loan-Program
USAF

1314 South King St., Suite 961

Honolulu, HI 96814

Telephone: (808) 536-3731

Pennsylvania

Pennsylvania Higher Education Assistance Agency
Towne House

660 Boas Street

Harrisburg, PA 17102-1398

Telephone: (717) 257-2740

Rhode Island

Rhode Island Higher Education Assistance Authority
560 Jefferson Blvd.
Warwick, RI 02866

Telephone: (401) 277-2050

South Carolina

South Carolina Student Loan Corporation
P.O. Box 21487
Columbia, SC 29221

Telephone: (803) 798-7960

South Dakota

South Dakota Education Assistance Corporation
115 First Ave., SW :
Aberdeen, SD 57401

Telephone: (605) 225-6423

Tennessee

Tennessee Student Assistance Corporation
404 James Robertson Parkway, Suite 1950
Nashville, TN 37243-0820

Telephone:. (615) 741-1346
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Texas

'~ Texas Guaranteed Student Loan Corporatxon
P.O. Box 15996 . :
Austin, TX 78761-5996

Telephone: (512) 835-1900

Utah

- Utah Higher Assistance Authority
P.O. Box #45202
Salt Lake City, UT 84145-0202

Telephone: (801) 538-5256

Vermont

Vermont Student Assistance Corpofaﬁon
Champlain Mill, P.O. Box 2000,
Winooski, VT 05404 '

Telephone: (802) 655-9602

 Virginia

Vlrglama Student Assistance Authonty
411 East Franklin Street
Richmond, VA 23219

Telephone: (804) 775-8800

Virgin Islands

Virgin Islands Board of Education
P. O. Box 11900
St. Thomas, VI 00801

Telephone: (809) 774-7546

Washington

Northwest Education Loan Association
500 Colman Building '

811 First Ave. '

Seattle, WA 98104

Telephone: (206) 461-5300
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West Vlrglnia

Wisconsin

Wyoming

Higher Education Loan Program of West Virginia, Inc.
P.O. Box #591
Charleston, WV 25322

Telephone: (304) 345-7211

Great Lakes Higher Education Corporation
P.O. Box #7858
Madison, WI 53707

Telephone: (608) 246-1800

Higher Education Assistance Foundation of Wyoming
3rd Floor American National Bank

1912 Capitol Avenue

Cheyenne, WY 82201

Telephone: (307) 635-3259

Fl
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APPENDIX C

REFERENCES

The following references may be of help to you in learning more about the FFEL -
programs, and getting a better understanding of the responsibilities of participating
lenders. ' ’

Higher Educ»ation Act of 1965 as 'amended

34 CFR Part 682

Omnibus Budget Reconciliation Act of 1993

Dear Colleague Letter 93-L-152 (March 1993)
Dear Colleague Letter 93-L-160 (September 1993)
Dear Colleague Letter 93-L-161 (November 1993)

" Dear Colleague Letter 93-L-162 (December 1993)
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APPENDIX D

QUESTIONS & ANSWERS

This appendix contains questions that the Department of Education answered
for servicers at a meeting held on April 12, 1989. '

GENERAL QUESTIONS

Question 1. The use of computer generated 799s in a format consistent with the
form provided by the Department is acceptable as described on page II-1. Must
a servicer submit a proposed format to the Department for approval prior to
implementation? If not required, is prior approval recommended? Allowed? Can
we, the servicer, include our own headings (which may differ in name or number)
at the top of each page? This information would be provided in addition to the
required information by the Department of Education. How closely should
computerized forms match the preprinted forms? Ifthe Department of Education
has specifications, can these be obtained?

Answer: Computerized forms do notrequire pre-approval by ED but, if you wish
to submit them for our review, you may do so. Please allow four weeks for
approval.

Computerized forms must match the ED form exactly in terms of headings, data
elements, number of lines on the page, and order of columns. They need not have
the instructions printed on them nor do the number of spaces allowed for each
column have to match exactly. They must be printed horizontally on the page and
may not contain any information other than that required on a preprinted ED
form. Theymustbeon 81/2"x 11" or 11"x 15" paper. Colored bar paper is not
allowed. The lender and servicer names provided in Part I should match ED's
preprinted information exactly unless you intend for ED to change the names in
its computer system.

Question 2. Does the Department of Education have a preference in how the
information is sorted in Parts II, III, and IV?

Answer: ED has no preference in how the information in Parts II, Ill, and IV is
sorted. '

D-1
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Question 3. If a'lender is using more than one servicer or servicing partial
portfolios themselves, is it possible for that lender to submit multiple 799s in the
same quarter?

Answer: Only one 799 per Lender Identification Number (LID) can be processed
for a specific quarter. ‘ .

Question 4. The following is quot’edl from the manual:

SLS Loans...Payments to lenders holding these loans are limited to special
- allowance only...

PLUS Loans...For this type of loan, the lender is eligible for special allowance but
not interest benefits... '

There is a difference implied in the treatment of interest between the two types,
butit's not clear. If there is a diffeence, what is it, and if not, maybe the language
could be the same? '

Answer: There is no difference. Neither PLUS nor SLS loans qualify for interest
benefits. '

Question 5. Does the Department of Education have any guidelines on the
minimum amount of adjustments that would require changing the average daily
balance? For example, if a NSF check was returned, should the average daily
balance be adjusted for a prior quarter?

Answer: No, there are no guidelines on the minimum amount of adjustments
that are required. However, in certain cases the lender may determine that it is
not cost effective to make small adjustments that benefit the lender and need not -
make these adjustments. The lender must make all adjustments that benefit ED
financially.

PART II - ORIGINATION FEES

Question 1. What is the purpose of a lender reporting "FS" loans?

Answer: ED intends to compare amounts reported in Part II, "Loan Origination
Fee” with the amounts reported in line 3 of Part V to ensure that a lender is

. e ——————————————————————— e — ——

————
————— —  —————————————————————— — —
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accurately reporting origination fees. Without the "FS" code, we could not make
a valid comparison. It would appear that the origination fees were understated.

Question 2. Asalender you are the purchaser, but the seller pays the origination
fees. How do you list those loans on the 799 Report?

Answer: These loans are not reported in Part II of the purchaser's 799. They
are reported in Part II of the seller's 799 using the "FN" code.

Question 3. What is to be gained by splitting principal by interest rate, where
fee codes and fee percents are all the same?

Answer: In order to project program costs, ED needs to know the volume ofloans
being made at each interest rate. Based on comments received on the first draft
of the new 799, it was believed that the least burdensome method for lenders to
report this information is by associating it with origination fees in Part II.

Question 4. Are there any penalties for incorrectly reporting the loan interest
rates in Part II- Loan Origination Fees?

Answer: When the lender signs the 799, théy are certifying that the information
is accurate and complete. There are penalties provided by statue for making false
certifications.

Question 5. Page I1I-19, Step 4 states: "Do not include in the principal amount
any funds disbursed during the quarter that also were repaid or returned during
. the quarter. Report only the net amount.”

It is our understanding that origination fees are charged on all loans disbursed,
and that the fees are returned only if the loan is cancelléd or fully repaid within
120 days of disbursement. This instruction appears to exclude from the
calculation from origination fees due any amount that is repaid on the loan
during the same quarter it is disbursed. Is that correct?

Answer: The instruction is meant to cover only cancellations or partial
cancellations that occur in the same quarter as the disbursement. Itis not meant
to cover payments made by borrowers during the quarter the loan was disbursed .
unless they are full repayments. Your understanding is correct.
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PART III - INTEREST BENEFITS

Question 1. It (p. IV-5) states that interest benefits must be calculated using.
- the average daily principal balance method, then on p. IV-8 it states that the
actual accrual method may be used. Can you clarlfy this?

Answer: Lenders may use either the actual accrual or average daily balance
method to calculate the "Interest Amount”, Column F of Part III. However, all
lenders must report the "Average Daily Principal Balance" in Column E of Part III.

Question 2. Why must interest accrual be based on average daily balance'? ‘What
information would the calculation of both figures provide?

Answer: ED intends to edit the "Interest Amount" reported by lenders against
the "Average Daily Principal Balance" toensure the accuracy of interest payments.

ED has no way to edit amounts billed for interest unless the average daily
principal balance is reported. Considering the fact that ED paid lenders over $1.6
billion in FY88 in interest alone, we believe it is essential that we be able to edit
this field in order to protect Federal fiscal interests:.

Question 3. Our system uses the actual accrual method to calculate interest
benefits. Average dally principal balance is calculated .using the following
formula: : ,

Interest due, times number of days in a year,
divided by number of days in a quarter, divided by
interest rate. Is this acceptable?

Answer: No. ED requires that lenders calculate and report the average daily
balance independently of interest due so that the two fields can be edited against
each other. Calculating the average daily balance using the method described in
this question would negate the usefulness of the edit. :

|
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Question 4. Is it acceptable to add the accrued interest and da11y balances for
special allowance based on the amount outstanding overnight rather than based
on the balance outstandmg as of the close of business?

Our accounting system is set up to charge interest and special allowance on the
balance existing overnight, rather than the balance as of the close of business on
a given day, as is described in the instructions. The result of this difference is that
the accrued interest and the balance for special allowance are added to our
system one day later than in your suggested method although the amounts would

be identical. This results in us not showing any interest or special allowance on - -

loans disbursed the last day of a quarter, until the next quarter. For example,

a disbursement made 12/31/89 would show no accrued interest or special
allowance until 1/1/90. Conversely, an account paid in full on 1/1/90 would
show one days accrual during the January-March quarter under our methodology
but no accrual under the méethod you describe. This accrual method is consistent
throughout our system, affecting payments status changes, disbursements, and

everything else.

Answer: "Close of business" does not necessarily mean the end of a lender's
office hours but can include any overnight processing that the lender must
perform to update the lender's records with transactions occurring that day. The
instructions in the "799 Self-Instructional Workbook" referring to using balances
as of close of business apply to the balances on which you are calculating
benefits. The benefits themselves do not have to be calculated as of close of
business but at whatever point in time they are calculated, they must reflect loan
balances as of close of business. It would be inappropriate to bill for special
allowance for a loan disbursed on 12/31/89 by including that day's special
allowance on the 799 for the quarter ending 3/31/90 unless it were included as
an adjustment. Though, overall, the system you describe in your example would
result in the same number of days for which special allowance is billed on a loan,
it is still inaccurate because the rates for special allowance change from quarter
to quarter. Therefore, in the example provided, special allowance for the loan
would have been paid at an incorrect rate for one day.

Question 5. Throughout the instruction guide lenders are cautioned to use the
balance as of the close of business in calculating average daily balances. Does
this concept also apply to status transactions? For instance, if a deferment on
a Stafford loan expires on 2/28/90, is the loan eligible for interest benefits on
2/28/90? At close of business on 2/28/90, the account is in repayment.
however, Exercise 7, pages [V-33 and [V-34, Loan 126 implies that the loan would
be eligible for interest benefits for 2/28/90.

D-5
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Answer: In the example on page IV-33 for Loan 126, the borrower's deferment
is assumed to have been in effect through the close of business on 2/28/90. The
borrower re-entered the repayment period on 3/1. The concept of using close of
business balances for calculating interest and special allowance applies when
considering status changes. For a status change from being in the grace period
to entering repayment, the borrower would be considered eligible for interest
benefits through the last day of the grace period and must be removed from
interest benefits on the first day of the repayment period.

Question 6. Instructions on the 799 form, Part III: Interest Benefits, item (F)
Interest Amount, state "This column is optional for interest due for the current
quarter...if completed, ED will pay the amount if it is reasonable in comparison
to the amount in the Average Daily Principal Balance Column." Will the
Department define "reasonable" prior to the first submission? Will it be expressed
as an absolute dollar value or the difference as a percent of the calculated interest
figure? How will the Department allow for calculation differences which result
when a lender uses 365.25 days in a year?

Answer: Column F is optional because ED can calculate the interest benefits
based on the average principal balance reported. ED will calculate interest
benefits using the actual number of days in the year (i.e., 365 or 366). If the lender
completes the interest amount column, ED will pay the amount reported by the
lender if it is "reasonable” when compared to the average daily balance.
"Reasonable" is based on a percentage of difference between what ED calculates
and what the lender reports. The percentage will be high enough to accomrmodate
those lenders who use a 365.25 day year.

Question 7. Results would be visually more appealing if subtraction sinage
(-) or (<>) could be used in Column F. As a check, the Department could verify
it against the code and if different; allow the code to govern.

Answer: The use of plus and minus signs has caused great confusion and many
form rejections in the past especially in the areas of reporting origination fees and
in processing the Call Report. ED decided to eliminate this source of confusion
for both lenders and our 799 processing contractor by eliminating negative
values from the revised 799. Only one exception to this rule will be allowed and
that is for line 3 of Part V. (See question 3 on page D-10).
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Question 8. Section IV-7 describes a loan-by-loan calculation of sum of daily
balances, which would accommodate adjustments within the quarter. The
instructions then describe an alternate method of calculation which does not
appear able toaccommodate adjustments. That method is to "add the outstanding
daily balances across all eligible loans in an interest rate group each day, and
then divide the total of these amounts by the number of days in the quarter..."

If a lender uses the alternative method, will the Department's tolerances be wide
enough to accommodate the lack of precision in the Daily Balance calculation if
the lender also reports an Actual Accrual of interest?

Answer: Adjustments occurring within the quarter would have to be made
regardless of the method of calculation used. ED's tolerances will not be broad
enough to accommodate this level of imprecision.

PART IV - SPECIAL ALLOWANCE

Question 1. Does a lender have the option of reporting all loans in the
"after 11/16/86" categories for special allowance if they cannot track loans by the
disbursement date? Adjustments on loans made between 3/1/86 and 9/30/86
during the first four quarters would be reported separately.

Answer: Yes.

Question 2. What loans that do not qualify for special allowance would be
reported in Part VI? (see also P. V-1)

Answer: Loansmade on or after October 1, 1981 to Stafford and FISL borrowers
who did not qualify for interest benefits are not reported in Part IV but are
reported in Parts V and VI

Question 3. The old 799 Part V read "Report all loans made on or after
11/16/86 and all consolidation loans." The new form refers to enrollment
periods on or after 11/16/86. Can we go strictly by loan disbursement to
determine which category these loans appear in?




Answer: No. Those loans disbursed on or after 10/17/86 but before
11/16/86 that were for periods of enrollment that began before 11/16/86 are to
be reported under Special Allowance Category "SB'. However, if you wish to
forego the increased yield to which you are entitled for those loans for which the
period of enrollment began before November 16, 1986, you may report all loans
in the "SD" category.

Question 4. How are PLUS/SLS refinanced loans from J anuary 1987 supposed
to be reported since their interest rate is different than the PLUS/SLS loans
disbursed under the variable rate program that went into effect 7/1/87?

Answer: These refinanced variable rate PLUS/SLS loans are to be reported the
same way as other variable rate PLUS/SLS loans. ED realizes that a few of these
loans have a different interest rate. This would only create a problem if one group
of loans qualified for special allowance payments (i.e., the interest rate for a
particular year was capped at 12%) and the other group did not. Though it is
unlikely that this will occur, ED will provide a new interest rate code to
differentiate between the two groups of loans.

Question 5. "Loans made or purchased with tax-exempt funds... ." Should the -
disbursement date be used rather than the purchased date to categorize these
types of loans?

Answer: To the extent that a loan is disbursed prior to 10/1/80, the
disbursement date is used to categorize the loan. These loans are reported using
Special Allowance Category (SAC) "SA" even if these loans are later purchased
+ with tax-exempt funds. However, if a loan is disbursed on or after 10/1/80, both
the disbursement date and the current source of financing are used to categorize
the loan. For example, a loan disbursed on 10/15/80 using a taxable source of
financing and then later purchased using tax-exempt financing would be
.reported using a SAC of "XA" after the purchase. _

Questioﬁ 6. "For Stafford Loans with an 8%-10% interest rate, the rate in effect
for the quarter, or part of the quarter, being reported is used.” -

Must the lender report 8%-10% loans twice in the quarter in which they change
rates--once for the 8% portion, again for the 10% portion? If not, is the rate
reported that at the beginning of the quarter, or that at the end?

Answer: The loans would have to be reported twice, once at each rate.
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PART V - CHANGES IN LOAN PRINCIPAL

‘Question 1. Section VII-17 states that a check mark must appear in Line (1) if

adjustments to prior quarters are reported in the preceding parts. Since
adjustments to prior quarter principal have actually been performed during the
current quarter, it would seem to provide a more significant audit trail to permit
an adjustment to "Beginning Balance" only in extraordinary cases. Does this
statement mean that for purposes of establishing a current quarter beginning
principal balance the lender must recalculate the previous quarter's ending
balance based on all adjustments processed retroactively for the previous
quarter? '

Answer: Thelender need not recalculate the previous quarter's ending balance.
Line 1 on Part V is provided simply as a quality control check to ensure that
changes reported by the lender in a current quarter's beginning balance from a
prior quarter's ending balance are actually due to adjustments the lender made
and not to a transcription, typographical or other clérical error.
Lenders may use either of two methods for reporting adjustments to prior
quarters in Part V. The first method is to recalculate the prior quarter's ending
balance taking into account the adjustments, use an adjusted beginning balance
(with a check mark in line 1) and not report the adjustments in any other lines
of Part V. The second method is to use the prior quarter's unadjusted ending-
balance as the current quarter's beginning balance in line 2 and report the
adjustments as transactions occuring in the current quarter in the appropriate
lines of Part V.

Question 2. What is the benefit in showing Principal Balance of Loans Cured
and Principal Balance of Loans on which the Guarantee was Voided? What is the
definition of a "cured" loan and a "voided" loan and at what point in the life cycle
is the determination made? What are the penalties for reporting these incorrectly?

“Answer: ED attempted to include lines for the significant events that occur

during the life of a student loan that have an effect on the student loan portfolio
balance. We consider the loss of a guarantee and a cure to be significant events.
This information can be used by ED in a variety of ways including projecting
Federal expenditures. The definitions of cured loans and loans on which the .
guarantee has been voided have been dealt with extensively in ED's Dear
Colleague letter of March 11, 1988 (88-G-138) to guaranty agencies as well as in
Appendix C to the GSL and PLUS regulations published on November 10, 1986.
Penalties for reporting inaccurate information will be determined on a case-by-
case basis at the time the inaccuracies are discovered.
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Question 3. The last paragraph of page VI-1 reads that all transactions should
be reported, then on page VI-4 it says not to report loans disbursed and cancelled
in the same quarter and on page VI-6 do not report loan guarantees voided and
cured in the same quarter. Canyou clarify? Assume thata loan with a $3,000.00

_ balance is "denied" for claim payment and a transaction is entered to segregate

the loan into "Principal...Voided." During the cure process, payments are
received which reduce the balance to $2,800.00. The loan is then changed to a
"Principal...Cured." If this occurs during the same quarter, the transactions are
supposed to be invisible to reporting. But, the loan "leaving” and "returning” has
different balances. Should then the payments received on loans cured be
reported as a principal reduction? Or will the report have more integrity if all
loans cured and denied are reported, regardless of the quarter in which the -
transaction occurs, and "cured" payments are invisible? ‘

Answer: Generally if a loan guarantee is voided and then cured in the same

quarter, you would report the loan as though the loan retained the guarantee for

the entire quarter. It would not be reported in either line 6 or line 9. Any principal
payments received on the loan during the quarter would be reported in line 10.

ED developed these procedures believing this would be the simplest way for

lenders to report these transactions. However, if you find it easier to develop a

system where these type of transactions are reported individually, you may do so.

In that case the $3,000.00 would be reported in line 9, Guarantees Voided, the

$2,800.00 would be reported in line 6, Cures, and the payments would not be

reported at all since they were received on an uninsured loan.

Generally, loans that are disbursed and cancelled in the same quarter should not
be reported in Part V. This is because ED will make comparisons between the
information reported in Part II for origination fees and the disbursements
reported in Part V. Instructions for Part II require that lenders not report loans
that are disbursed and cancelled in the same quarter. The methods for reporting
disbursements must be consistent in order to make valid comparisons.

However, comments ED received from NCHELP's servicing committee have
convinced ED that some lenders could provide better data if ED allowed them to
subtract cancellations from loan disbursements and report the net amount of
these transactionsin line 3 of Part V, regardless of whether or not the cancellation
occurred in the same quarter as the disbursement. In the case of lenders who
make a small number of disbursements during a quarter, this could result in a
negative amount being reported in line 3. ED has agreed to relax the edit for
reporting negative amounts and will allow a negative number to be reported only
in line 3 of Part V.- The negative number should be enclosed in brackets ([ ]) rather
than preceded by a minus sign (-). In order to enable ED to compare amounts
reported in Part V with those reported in Part II, lenders who use this method
must report the gross amount of disbursements under either code "FN", "FS", or
"FB" in Part II, and report cancellations, regardless of the quarter in which they
occur, under code "FD!". The "799 Self-Instructional Workbook" will be updated
to include this method. '
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‘Question 4. Why separate PLUS/SLS? These used to be combined.

Answer: In order to make informed policy and planning decisions regarding the
SLS and PLUS programs, ED needs information regarding these programs
separately. In addition, ED is required to track program expenditures by loan

type.

Question 5. In Part \Y #4 of the new 799/Call Report instructions, what are
unpaid insurance premiums? '

'Answer: Regulations [34 CFR 682.202 (b) (1)] state that a lender may add

unpaid insurance premiums to a borrower's unpaid principal balance if authorized
by the guaranty agency. Though ED knows of no lender who actually does this,
the instructions regarding capitalizing unpaid insurance premiums were included
to accomodate this practice. In the vast majority of cases. the insurance premium
is "paid" by the borrower when the loan is dlsbursed by deducting it from the loan
proceeds. :

Question 6. Page VI-22, claims filed balances. Do these balances include death,
disability, and bankruptcy claims?

Answer: Yes.

Question 7. If an existing lender is transferring loans to a new servicer and the
servicer's system showed a beginning balance in Part V of zero, would the 799
form be rejected? Where would these loan amounts, that are being converted to
the servicer's system, be listed in Part V?

Answer: The loans would be listed in line 4. The 799 would not be rejected if
the beginning balance were zero. This is assuming that the lender has a separate
LID that is used only by the servicer in question.

Question 8. Lender Areceives oneclaim payment in the current quarter totaling
principal of $2,500.00. In this same quarter Lender Areverses a $5,000.00 claim
payment and returns it to the guarantor. The lender has received a negative of
$2,500.00 in claim payments for the current quarter. Is the $5,000.00 reversal
reported as a positive sum in "Interest Capitalized or Other Principal Increases"?
This approach would negate the integrity of the "claims paid" information.
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Answer: Yes, the $5,000.00 claim was actually paid so ED does not believe this
procedure negates the integrity of claims paid information. ED realizes that ‘
situations can occur for which no specific line on Part V is included to reflect the

situation. - For example, to accurately reflect this situation an additional line

would be necessary for reporting repurchases. Instead of trying to accommodate

each unique situation, ED decided to include a "catch all" line for both increases

and decreases to principal. These are lines 4 and 10 respectfully.
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